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SOl STATISTICAL SERVICES

(Available from Statistics of Income Division)

As part of the Statistics of Income program a series of special services is now being offered to data users

(see below). Detailed information on these statistical services can be obtained by writing to Director, Statis-
tics of Income Division (TR:S), Internal Revenue Service, 1111 Constitution Avenue, N.W., Washington, DC

20224. Purchase is by check made payable to the IRS Accounting Section.

Studies of International Income and Taxes, Publication 1267 — Price $45.00

Purchase price includes a 516-page document for 1979-83 that presents information from 13 Statistics of In-
come studies in the international area, including:

¢ Foreign activity of U.S. * Foreign interests in U.S. ¢ Data presented by—
corporations corporations geographical area or

¢ Activity of foreign o Statistics related to individuals, industrial activity, as well as
corporations in the U.S. trusts, and estates other classifiers

Purchasers of this service also will be provided with additional information for one year as it becomes availa-
ble. The one year period for receiving additional information can be extended at a cost of $35.00 per year. A
long-term subscription ($150) includes the compendium and additional information as it becomes available .
through August 1990. (The next compendium is scheduled for release in September 1990.)

Individual Income Tax Returns, Publication 1304 — Price $32.00
Purchase price includes a 196-page document for 1985 presenting Statistics of Income data and tables on:
e Sources of income * Itemized deductions ¢ Data presented by—

¢ Exemptions ¢ Tax computations size of adjusted gross
: ~ income, marital status

~ Purchasers of this service also will be provided with additional articles relating to 1985 data and preliminary
1986 data as they become available and will be notified of future statistical releases relating to individual income
tax returns.

Partnership Returns, Publication 369 — Price $22.00

Purchase price includes a 314-page document for 1978-82 presenting previously unpublished Statistics of
Income data for 1980, 1981 and 1982, as well as data previously issued in other publications. Features include:

¢ Number of partnerships ¢ Deductions ¢ Data presented by—
¢ Limited partnerships ¢ Net income industry
* Receipts e Capital gains size of total assets
¢ Cost of sales and state

operations number of partners

_- Purchasers o_f;__this éervice aIso' wiII- Be provided With data fér 1983—1'985 as they become available and will also
be notified of future statistical releases relating to partnership returns.

Other Services — Price dependent on the request

¢ Unpublished tabulations from e Special tabulations produced ¢ Public use tape files, includ-

SOl program are available. to user specifications. ing the Individual Tax
Includes detailed tables Model (1978-1985),
underlying those pub- among others. (Earlier files
lished in SOI Bulletin. are available from the Ma-

chine Readable Branch
(NNSR) of the National
Archives, Washington, DC
20408.



BUSINESS SOURCE BOOKS

(Available from Statistics of Income Division)

In addition to the Corporation Source Book, two others are now being offered by the Statistics of Income
Division (see below). Information can be obtained by writing to Director, Statistics of Income Division (TR:S) at
the address above. Purchase of Source Books is by check made payable to the IRS Accounting Section.

Corporation Source Book, 1985, Publication 1053 — Price $175.00

This is a 480-page document that presents detailed income statement, balance sheet, tax and investment credit
items b7 major and minor industries and size of total assets. This report is part of an annual series and can be
purchesed for $175 (issues prior to 1982 are for sale at $150). A magnetic tape containing the tabular statistics for
1985 - an be purchased for $1,500.

Partnership Source Book, Publication 1289 — Price $30.00

This is a 291-page document showing key partnership data for 1957 through 1983, at the minor, major and
division industry level. Includes a historical definition of terms section and a summary of legislative changes
affecting partnerships during that period. Tables feature:

e Number of partnerships ¢ Depreciation e Payroll
e Number of partners ¢ Taxes paid deduction e Payments to partners
* Business receipts ¢ Interest paid ¢ Net income

_ Purchasers of this service also will be advised of the release of subsequent years’ data. A magnetic tape
containing the tabular statistics can be purchased for an additional $200. ‘

Sole Proprietorship Source Book, Publication 1323 — Price $95.00
This Source Book is a companion to that for partnerships, shown above. It is a 244-page document showing key

proprietorship data for 1957 through 1984. Each page contains statistics for a particular industry. Included will be
data on: :

e Number of business ¢ Depreciation e Payroll
e Business receipts e Taxes paid deduction ¢ Netincome
¢ |nterest paid

As with Partnerships, a magnetic tape containing the tabular statistics can be purchased for $245.

OTHER PUBLICATIONS

(Available from Superintendent of Documents GPO, Washington, D.C. 20402)

 The Statistics of Income (SOI) Bulletin (Quarterly) — Publication No. 1136
~Subscription price $16.00; Single copy price $6.00
The SOI Bulletin provides the earliest published financial statistics from the various types of tax and information
returns filed with the Internal Revenue Service. The Bulletin also includes information from periodic or special
analytical studies of particular interest to tax administrators and economists.

Statistics of Income—1984, Corporation Income Tax Returns, Publication No. 16

Price $8.50
Presents information on— :
¢ Receipts e Tax credits Data classified by—
e Deductions ¢ Distribution to stockholders e industry
¢ Net income e Assets * accounting period
¢ Taxable income e Liabilities , ¢ size of total assets
* |ncome tax ¢ size of business receipts
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SOME OBSERVATIONS
AND INSIGHTS

As mentioned in the spring issue
of the SO/ Bulletin, one of the key
factors affecting the Statistics of In-
come (SOI) Division this year con-
tinues to be tax reform. The Tax
Reform Act of 1986 has led to many
initiatives to provide new data. One
of these was to compile some early
statistics from individual income tax
returns for 1987, the first full year
under the new law. The results are
included in this issue.

The 1986 Tax Reform Act was the
culmination of the efforts of many,
and extensive research was neces-
sary in both the Treasury Depart-
ment’s Office of Tax Analysis (OTA)
and in the Congressional Joint
Committee on Taxation before it be-
came law. As part of this research,
estimates were made of the reve-
nue gains and losses resulting from
each proposed change, as well as
of who would be affected by it and
by how much. In making these
estimates, simulations were made,
using a large representative sample
of taxpayers, in order to measure
the effects of various alternative pro-
posals.

The process of expanding the
content of these so-called micro-
simulation models and of improving
and refining the estimates made
from them has been a continuing
one. The individual income tax
model used by the Office of Tax
Analysis employs microdata from
the SO! sample of individual in-
come tax returns as its starting
point, but many other variables are
also used. (For some recent work
on Treasury's estimation process,
see “Measuring the Tax Burden: A
Historical Perspective,” a paper
written by B.K. Atrostic and James
R. Nunns of the Office of Tax Anal-
ysis, for the 50th anniversary Con-
ference on Research in Income and
Wealth, which was held by the Na-
tional Bureau of Economic Re-
search this year)

A - AV N
Recently, nearly 100 U.S. and
Canadian researchers met to dis-
cuss new developments in simula-
tion modelling that might improve
estimates of tax law changes affect-
ing individuals. This one day work-
shop was organized and spon-
sored by the Statistics of Income
Division at the request of OTA.
Those in attendance included rep-
resentatives of academia, Govern-
ment, and the private sector.

Two areas of concern which re-
ceived much attention at the work-
shop were discussions about
computer-related advances and
presentations on innovations and
improvements in statistical method-
ology, both of which, when com-
bined, permit faster and more ac-
curate predictions to be made from
large microdata files.

As a by-product of the Confer-
ence, we have prepared two vol-
umes which may be of interest to
SOI Bulletin subscribers. The first is
a collection of selected statistical
background papers on microsimu-
lation modelling; the second con-
tains afterthoughts, comments and
feedback on discussions from the
workshop and ideas for potential
future research. In addition, we an-
ticipate that a companion workshop
may be held next spring which will
focus on microsimulation of tax law
changes affecting businesses. For
further information on these plans
or to obtain copies of the Workshop
volumes, you may write to me at the
address shown on the order forms
in this issue or call me on (202)
376-0216.

Fritz Scheuren
Director,
Statistics of Income Division

PN U/ Vi U Ve T VS e N
come tax returns. A brief abstract of
each article is provided below.

Individual Income Tax Returns for
1987: Selected Characteristics from
the Taxpayer Usage Study.—The
Taxpayer Usage Study is an annual
one, designed to shed light on how
individual income tax returns
(Forms 1040, 1040A, and 1040E2)
were used for the most recent filing
season. For 1987, the Study also
provides the first statistics on the
effects of the Tax Reform Act of
1986.

Gross Tax Gap Trends According to
New IRS Estimates.—Presents esti-
mates of the gross tax gap (which is
the amount of income tax owed for
a given year, but not voluntarily
paid) for individuals and corpora-
tions, reflecting the latest tax com-
pliance data.

Partnership  Returns, 1986.—
Provides data on partnership in-
come, deductions, and profits de-
rived from a sample of partnership
tax returns, Form 1065, processed
by IRS during 1987.

Sole Proprietorship Returns, 1986. —
Provides data on sole proprietor-
ship income, deductions, and prof-
its based on a sample of individual
income tax returns, Form 1040,
processed by IRS during 1987.

Private Activity Tax-Exempt Bonds,
1986.—Presents data on private ac-
tivity tax-exempt bonds which are
issued by State and local Govern-
ments to assist private businesses,
organizations, or individuals.
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THIS ISSUE AT A
GLANCE

The Summer 1988 issue of the
Bulletin focuses largely on data
from individual and business in-

w\/\—\/r\ww

BEHIND THE SCENES

The past 75 years of SOl have
been filed with many changes in staff
size and composition, data process-
ing approaches, and technological
advances, as we have adapted to the
challenges of increasingly complex
data requirements by our users and
growing capabilities for handling
them. It is both interesting and impor-
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means of documenting and evaluat-
ing the events that led us to where we
are today.

This anniversary year serves as a
good opportunity for us to review
the methodological development of
SOl data, with a focus on our role
with regard to statistical sampling.
For that important task, we have
turned to one of the key people who
was involved in the application of
modern sampling techniques to
Statistics of Income data — HOWIE
WILSON. Howie, now retired, is a
former Assistant Director of the Di-
vision. Prior to that appointment, his
16-year tenure in SOI included
leadership in the individual, estate,
gift and fiduciary programs. We are
very fortunate to be able to draw on
his experience and expertise in or-
der to document the history of sam-
pling and other events affecting the
SOl program, as well as to recall the
contributions of some of those peo-
ple, past and present, who “made it
all happen.” We welcome Howie
back, even though he’ll be with us
only temporarily.

Others in our Division whose con-
tributions have greatly improved our
ongoing programs were honored this
past spring, during the Government-
wide Public -Service Recognition
Week. For this first, annual event, the
following five Division members were
among those in the spotlight at a
special ceremony to honor IRS em-
ployees in public service: DENISE
HERBERT, for recruiting and special
assignments in her role as-an admin-
istrative assistant; ELIZABETH NEL-
SON, a computer analyst, for imple-
menting new computer technology
at the Ogden Service Center; GREG
ROBINSON, a statistical assistant, for
his commitment and dedication dur-
ing a special assignment on a project
to evaluate the adequacy of IRS ad-
vice given to taxpayers over the tele-
phone during the recent filing sea-
son; BONNYE WALKER, for quality
planning efforts she undertook as a

" tant to stop every now and then and
look back at our past history, as a
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mathematical statistician; and TIM
WHEELER, for the team work he has
consistently exhibited as an econo-
mist and statistician working on the
SOl corporate program.

YOUR CALL

As indicated above, the SOI Divi-
sion is committed to documenting
the many methodological changes
which have been introduced in our
programs. Therefore, in addition to
the SO/ Bulletin and other reports of
published statistical results, we
have produced regularly, since
1980, an IRS Methodology Reports
(IMR) series — see the order form in
the back of each Bulletin.

These methodology volumes are
much more technical in nature than
our traditional SOI publications and

statistical uses of administrative
records, in general, and SOI, in
_particutar. Administrative records,
such as tax returns, are a valuable
and essential resource for statistical
programs and are rapidly becom-
ing a cost-effective supplement to
survey data; indeed, ways of in-
creasing their potential for statistical
purposes are continually being ex-
plored. The IMR series provides a
reference source of current work in
this area by drawing primarily on
papers presented (by IRS staff and
others involved in the U.S. and Ca-
nadian statistical communities) at
the annual meetings of thesAmeri-
can Statistical Association and
other similar professional organiza-
tions.

In order to both update our mail-
ing list and be more responsive to
our users, a recent poll of IMR
series subscribers was conducted.
Among those responding, the fol-
lowing areas of subject interest
were indicated:

General statistical applications
involving administrative
records

focus on innovations developed for

_-,—WW\/\/\/\/\/
" SOl research on —
Individuals
Corporations
Sole proprietors ...
Partnerships
Charitable
organizations

Estate tax data

Domestic International Sales
Corporations and other
“international” data.... 8.8

A number of other areas of statis-
tical methodology, all of which have
been addressed in the IMR series
over the past 8 years, also gener-
ated considerable interest. These
topics included: uses of data sets of
taxpayer information accumulated
over a period of years; estimates of
personal income and tax by state;

estimates of personal wealth based
on estate tax return data; redesign
of SO! statistical samples; and im-
putation of missing data.

Topics for upcoming issues are
expected to expand on some of
these interests. As examples, they
are sure to include recent work on
the corporate SOl sample redesign;
a historical look at SOl income dis-
tributions; new developments in
missing data imputation; adjust-
ments necessary to link data from
different sources; and, almost cer-
tainly, something more on micro-
simulation modelling for tax policy
purposes.

»
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UPCOMING FEATURES

The following are a few of the
articles to look for in upcoming is-
sues of the SO/ Bulletin:”

* Income of the Deaf;

Projections of Tax Return Fil-
ings;

Reconciliation of Estimates for
Personal Income and Adjusted
Gross Income;

Income Distributions; and

Foreign Recnplents of US. In-
come.
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Individual Income Tax Returns for 1987: Selected
Characteristics from the Taxpayer Usage Study

By Michael E. Weber*

The 1987 Taxpayer Usage Study (TPUS) provides the first
data on the effects of the Tax Reform Act of 1986. TPUS
tabulations show that the average tax decreased from
$3,267 for 1986 to $3,190 for 1987. Tax as a percentage of
adjusted gross income (AGI) fell from 13.7 percent for Tax
Year 1986 to 12.7 percent for Tax Year 1987, the most
dramatic decline occurring in the $100,000 and over AGI
class (see Figure A). This decline was due almost entirely to
the broadened definition of AGI contained in the 1986 act.
The only income class which experienced an increase in
the effective tax rate (total income tax as a percentage of
AGI) was the $1 under $5,000 AGI class. The increase in
this class was largely attributable to the increase in the
number of taxpayer dependents filing their own tax returns
for the first time as a result of new filing requirements under
the Tax Reform Act [1].

Traditionally, statistics on individual income tax returns
are presented by size of AGl. However, it should be noted
that AGI is an imperfect tool for comparing data for Tax
Years 1986 and 1987, since it underwent a substantial
redefinition under the new law. Under the Tax Reform Act,
many statutory adjustment items, including employee busi-
ness expenses and contributions to individual retirement
arrangements (IRA’s), were limited or repealed. Therefore,
when the effective tax rates are recomputed using total
income (defined as the sum of all of the sources of income

before the subtraction of these adjustments), tax as a
percentage of total income dropped less dramatically than
tax as a percentage of AGl—from 13.2 percent for Tax Year
1986 to 12.6 percent for Tax Year 1987 (see Figure B).

However, the total income concept is not immutable,
either; it, too, was altered as a result of the same act. For
instance, for 1986, taxpayers enjoyed three income exclu-
sions: the exclusion of the first $100 of dividend income
(%200 for married couples filing a joint return); the 60
percent exclusion of long-term capital gains in excess of
short-term capital losses; and the exclusion of unemploy-
ment compensation for most taxpayers with total incomes
under $12,000 ($18,000 if married filing jointly). These
income exclusions were eliminated for 1987. In addition,
depreciation schedules for many types of businesses were
changed, and taxpayers were no longer allowed to offset
“earned income” with “passive losses” {2].

It is not feasible to recompute depreciation or passive
loss deductions from the 1986 data. However, Figure C
shows the effects of adding back excluded amounts of
dividend, capital gain, and unemployment compensation
income to total income for 1986. When this is done, the
effective tax rate actually increased slightly, from 12.5
percent for 1986 to 12.6 percent for 1987. When the data
are viewed by income class, there is stil a moderate

Figure A.—All Returns: Adjusted Gross Income and Total Income Tax, by Size of Adjusted Gross Income, Tax Years 1986

and 1987
[All figures are estimates based on samples—numbers of returns are in thousands, amounts are in millions of dollars]
Number of returns or amounts by size of adjusted gross income
T ’
o tax itoms Total Less $1 $5,000 $10,000 $15,000 $20,000 $30,000 $50,000 $100,000
than under under under under under under under or
$1 $5,000 $10,000 $15,000 $20,000 $30,000 $50,000 $100,000 more
m (4} 3) @ (5) (6) @ (8 (9) (10)
Tax Year 1987:

All returns, total...........ccceenn 98,569 606 14,834 14,953 12,829 10,737 15,807 17,948 9,398 1,457
Amount of adjusted gross income.. | $2,474,879 , $- 15,807 $37,939 $111,865 $159,296 $186,876 $391,848 $693,939 $607,511 $301,412
Amount of total income tax ........... 314,410 *59 731 3,853 9,078 14,483 37.310 76,805 93,485 78,605
Tax as a percentage of adjusted

GrOSS INCOME.......ooieciiiiiiinanns 12.7% N/A 1.9% 3.4% 5.7% 7.7% 9.5% 11.1% 15.4% 26.1%
Tax Year 19862

All returns, total.......c.c.coccveeenne 96,737 814 14,523 15,062 12,943 10,418 16,119 17,934 7,625 1,299
Amount of adjusted gross income.. | $2,305,401 $-15,502 $38,221 $111,969 $161,076 $181,744 $398,006 $691,731 $484,730 $253,426
Amount of total income tax' ........... 316,034 131 403 4,353 10,774 15,558 40,680 86,454 80,205 77,476
Tax as a percentage of adjusted

GroSS INCOME..........oooviiiinniciiinanes 13.7% N/A 1.1% 3.9% 6.7% B8.6% 10.2% 12.5% 16.5% 30.6%

! Total income tax is computed as the sum of income tax after credits and alternative minimum tax, less earned income credit.
2 Data for Tax Year 1986 are revised estimates.
*Estimate should be used with caution because of the small number of sample returns on which it is based.

N/A Not applicable.

NOTE: Detail may not add to totals because of rounding. All data are based on returns filed through April.

* Individual Special Projects Section. Prepared under the direction of Peter Sailer, Chief.



4 Individual Income Tax Returns, 1987 Taxpayer Usage Study

Figure B.—All Returns: Total Income and Total Income Tax, by Size of Total Income, Tax Years 1986 and 1987
[All figures are estimates based on samples—numbers of returns are in thousands, amounts are in millions of doliars]

Number of retums o1 amounts by size of adjusted gross income
T ”
“and tax fome Total Less $1 $5,000 $10,000 $15,000 $20,000 $30,000 $50,000 $100,000
than under under under under under under under or
$1 $5,000 $10,000 $15,000 $20,000 $30,000 $50,000 $100,000 more
m 2 [©)] @ &) 6) (] (8) (9) (10)
Tax Year 1987:

All returns, total 98,569 551 14,783 14,835 12,764 10,660 15,699 18,229 9,536 1,513
Amount of total income' $2,501,484 $- 15,629 $37.847 $110,774 $158,443 $185,394 $389,283 $705,746 $618,217 $311,409
Amount of total income tax?.... 314,410 "1 592 3.784 8,901 14,243 36,477 77.094 93,851 79,467
Tax as a percentage of total income....... 12.6% N/A 1.6% 3.4% 5.6% 7.7% 9.4% 10.9% 15.2% 25.5%
Tax Year 1986°:

All returns, total 96,737 764 14,396 14,817 12,670 10,147 15,617 17,974 8,816 1,535
Amount of total income' $2,396,244 $-15,365 $37,778 $110,096 $157,333 $176,774 $385,385 $694,569 $562,928 $286,745
Amount of total income ta 316,304 *368 368 4114 10,295 14,729 38,017 81,441 85,002 81,970
Tax as a percentage of total income...... 13.2% N/A 1.0% 3.7% 6.5% 8.3% 9.9% 1.7% 15.1% 28.6%

! Total income is computed as the sum of all the sources of income before subtracting statutory adjustments.

Total income tax is computed as the sum of income tax after credits and aiternative minimum tax, less earned income credit.
2 Data for Tax Year 1986 are revised estimates.
*Estimate should be used with caution because of the small number of returns on which it is based.

N/A—Not applicable

NOTE: Detail may not add to totals because of rounding. All data are based on returns filed through April.

increase in the effective tax rate for the $1 under $5,000
class; on the other hand, as a group, taxpayers with
incomes $50,000 and over saw an increase in their effective
tax rates.

Due to the substantial changes in the tax laws under the
Tax Reform Act, taxpayers were required to complete a new
- Form W-4 (Employee’s Withholding Allowance Certificate)
for Tax Year 1987; however, they were not required to file it
until October 1, 1987. Thus, taxpayers may have claimed
an incorrect number of withholding allowances for a large
part of 1987. There was serious concern as to whether
withholding would be as accurate as in prior years, or
whether more taxpayers would be significantly under- or
overwithheld. For 1986, 70.7 million taxpayers indicated
that they should receive a refund, which averaged $900.
This compares with 1987 figures of 72.1 million and $878
respectively. For 1986, the number of taxpayers with tax

due at time of filing was 19.4 million, and the average tax
due was $2,240. For 1987, the corresponding figures were
20.8 million taxpayers and $2,012. In other words, the
revised withholding system appears to have worked about
as well as the old one did.

FILING PATTERNS

Data presented in this article are estimates based on
random samples of returns filed by April 15 drawn in each
of the 10 Internal Revenue service centers. As is shown in
Figure D, returns filed by April 15 have, in recent years,
represented between 92.7 and 94.6 percent of all returns
filed during the processing year. Based on Internal Revenue
Service (IRS) projections of the number of returns to be filed
during Processing Year 1988, it appears that a somewhat
smaller percentage (92.6) of all taxpayers filed returns
by April 15 this year, possibly due to the additional time

Figure C.—All Returns: Total Income (1987 Definition) and Total Income Tax, by Size of Total Income, Tax Years 1986 and

1987
[All figures are estimates based on samples—numbers of returns are in thousands, amounts are in millions of dollars]
) Number of returns or amounts by size of adjusted gross income
Tax year, income Total .
and tax items Less $1 $5,000 $10,000 $15,000 $20,000 ,000 , $100,000
than under under under under under under under or
$1 $5,000 $10,000 $15,000 $30,000 ,000 $100,000 more
1) @ [ @ 5) (6) @) ®) 9 (0
Tax Year 1987: R . . . . . P . - . . . S
All returns, total 98,569 551 14,783 14,835 12,764 10,660 15,699 18,229 9,536 1,513
Amount of totat income'”. $2,501,484 $-15,629 $37,847  $110,774 $158,443 $185,394 $389,283 $705,746 $618,217 $311,409
Amount of total income tax?.... . 314,410 "1 592 3,784 8,901 14,243 36,477 77,094 93,851 79,467
Tax as a percentage of tota! income....... 12.6% N/A 1.6% 3.4% 5.6% 7.7% 9.4% 10.9% 15.2% 25.5%
Tax Year 1986
All returns, total ... 96,737 764 14,396 14,817 12,670 10,147 15,617 17,974 8,816 1,535
Amount of total income (1987 concept) . | $2,522,389 $-13,090 $39,682 $113,646 $160,917 $180,099 $391,186 $706,243 $584,220 $359,490
Amount of total income tax?................... 316,304 “368 368 4,114 10,295 14,729 38,017 81,441 85,002 81,970
Tax as a percentage of total income....... 12.5% N/A 0.9% 3.6% 6.4% 8.2% 9.7% 11.5% 14.5% 22.8%

' For 1986, total income was recomputed by adding excluded capital gain, dividends, and unemployment compensation to total income as shown on the return. However, total income as shown on the return

was still used as the classitier.

2 Total income tax is computed as the sum of income tax after credits and alternative minimum tax, less earned income credit.
3 Data for Tax Year 1986 are revised estimates.
* Estimate should be used with caution because of the small number of sample returns on which it is based.

N/A Not applicable

* NOTE: Detail may not add to total because of rounding. All data are based on returns filed through April.
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Figure D.—Number of Returns Filed, Tax Years 1982-1987

[Number of returns in thousands]

Tax Year
Returns fited

1982 1983 1984 1985 1986 1987

3 @ @ @ 5) ®
Returns filed through April of the filing year................ 89,964 90,407 92,611 95,307 96,737 98,569
Returns filed through December of the filing year....... 95,609 95,564 99,579 102,800 103,424 106,469'
Returns filed through April as a percentage

of returns filed through December ...................... 94.1% 94.6% 93.0% 92.7% 93.5% 92 6%2

! The figure for Tax Year 1987 is a projected total by the IRS Research Division of Forms 1040,
2 Estimated on the basis of projections for Tax Year 1987.

required by taxpayers and tax preparers to adjust to the
new provisions contained in the 1986 Act [3]. Prior experi-
ence suggests that the late-filed returns will, on the average,
have significantly more income and be much more com-
plex than the returns filed by April 15 tabulated for this
article [4].

CHARACTERISTICS OF RETURNS

As shown in Figure E, the percentage of taxpayers using
Form 1040 for 1987 declined slightly to 64.4 percent of all
returns from 64.7 percent for 1986, even though the
number of Forms 1040 filed increased by 0.9 million. This
was the first decline in Form 1040 usage as a percentage of
all returns filed since 1981. The decline was due largely to
an 8.0 percent increase in the number of Forms 1040EZ
filed. Much of the increase in the number of Forms 1040EZ
can be attributed to dependents who were required to file
for the first time as a result of the Tax Reform Act. The
number of Forms 1040A filed declined by 2.2 percent and
accounted for only 17.4 percent of all returns filed. This
decline continues a trend begun for 1982 with the introduc-
tion of Form 1040EZ. Given that most of the dependents
who filed for the first time used Form 1040EZ and that the
number of Forms 1040A filed declined again, it can be
concluded that, for 1987, taxpayers continued to shift to the
more complex Form 1040 and away from the simpler Forms
1040A and 1040EZ.

Figure E.—Number of Returns Filed, by Form Used, Tax
Years 1983-1987

[Number of returns in thousands)

Tax year
Form used
1983 1984 1985 1986 1987
(1) @ - )] @ )
All returns.........o.ooeee 90,407 92,611 95,307 96,737 98,569
Long form, 1040............... 65,853 57,862 60,677 62,619 63,521
Short forms, totat............... 34,556 34,749 34,629 34,118 35,048
1040A ... 19,094 18,422 17,926 17,495 17,104
1040EZ ........cccvernnne 15,462 16,327 16,703 16,623 17,944

Percentage of returns

All returns.........oceue. 100.0% 100.0% 100.0% 100.0% 100.0%
Long form, 1040............... 61.8 62.5 63.7 64.7 64.4
Short forms, total 38.2 375 36.3 35.3 356

211 19.9- 18.8 18.1 17.4
171 17.6 17.5 17.2 18.2

NOTE: All data are based on returns filed through April.

1040A, and 1040EZ.

The number of joint returns filed decreased for 1987 by
1.9 percent (see Table 1). In pan, this decline is a continu-
ation of a trend noted for the previous 2 years. However, for
Tax Year 1987, part of the decline in joint returns may be
attributed to an increase of 637,000 returns (or 77.0
percent) in the number of married taxpayers filing separate
returns. This surge may be related to those new provisions
which limit deductible medical and dental expenses to the
amounts that exceed 7.5 percent of AGI (up from 5 percent
for 1986), and which instituted a floor on deductible busi-
ness expenses equal to 2 percent of AGI. These provisions
made it advantageous for a taxpayer eligible for one of
these deductions to file separately, thus reducing the
amount of AGI used in computing the allowable deduc-
tions. The Tax Reform Act also abolished the two-earner
deduction, which provided an additional incentive for mar-
ried couples to file joint returns.

TWO-EARNER COUPLES

For 1987, there was also a decline in the number of
returns filed by two-earner couples, as evidenced by the
presence of at least one Form W-2 (Wage and Tax State-
ment) attached for each taxpayer, from 22.9 million for Tax
Year 1986 to 22.6 million for Tax Year 1987 (see Table 8 for
the 1987 data). This decline can be attributed directly to the
increase in the number of separate returns filed by married
couples noted above. On the assumption that most of the
637,000 increase in separate returns was attributable to
two-earner couples, the overall number of such couples
(whether filing jointly or separately) was more or less
unchanged between 1986 and 1987 [5]. Since it appears
that there will be more late filers for 1987, it remains to be
seen whether rate of increase in two-earner couples has
actually declined for 1987.

ADJUSTED GROSS INCOME

As is shown in Figure F, AGI increased by $169 billion, or
7.6 percent. The source of income showing the largest
increase was salaries and wages, which went up by $78.5

.billion (4.1 percent). The largest decrease occurred in the

area of sales of capital assets (net gain less loss), which



decreased by $124.3 billion (62.7 percent). However, be-
cause of the abolition of the capital gains exclusion, net
capital gains less losses in AGI decreased by only $6.6
billion (8.2 percent).

Several developments contributed to the decrease in net
capital gains less losses. Most importantly, it should be
noted that the amount of capital gains realized in 1986
represented a-94.6 percent increase over the comparable
figure for 1985—due in part to favorable developments in
the stock market, but largely to sales of capital assets made
in 1986 in anticipation of the elimination of the capital gains
exclusion for 1987. In addition, the 1987 decline in the
stock market may have caused a larger than usual number
of taxpayers to realize losses. Finally, it should be noted that
returns with substantial amounts of capital gains and losses
tend to arrive well after the April filing deadline. Given the
projected increase in late filers for 1987, it may be too early
to draw any major conclusions about sales of capital assets.

Unemployment Compensation
For Tax Year 1986, 'unemployment compensation was

_ partially taxable, with the amount taxed depending on the
taxpayer’s filing status and AGI [6]. For 1986, about 7.4

Individual Income Tax Returns, 1987 Taxpayer Usage Study

million returns showed unemployment compensation as a
source of income, but only 4.7 million of them showed
amounts subject to tax (see Figure G). Under the Tax
Reform Act of 1986, unemployment compensation became
fully taxable as an ordinary source of income beginning
with Tax Year 1987. A total of 7.0 million returns showed this
source of income for 1987. There was a net increase of 2.3
million in the number of returns with unemployment com-
pensation subject to tax for 1987; returns with adjusted
gross incomes under $15,000 alone accounted for an
increase of 2.1 million (see Figure G).

Individual Retirement Arrangements

The Tax Reform Act of 1986 placed substantial limitations
on the amount taxpayers could deduct from total income for
contributions made to an IRA. For example, starting with A
Tax Year 1987, a single taxpayer who made $35,000 or
more and was covered by a private pension plan was no
longer able to deduct any of the contribution he or she
made to an IRA (although non-deductible contributions
were dtill allowed). As a result, the number of taxpayers
claiming an adjustment for an IRA declined dramatically,
from 14.9 million for Tax Year 1986 to only 7.1 million for Tax
Year 1987. Furthermore, the average IRA adjustment for

Figure F.—Selected Sources of Income, Statutory Adjustments, Tax Years 1986 and 1987

[Number of returns in thousands; amounts in millions of dollars)

Tax year
Source of Income Difference :&':f;m
1987 1986
(1) @ @ @)

All returns 98,569 96,737 1,832 1.9%
Adjusted gross income $2,474,879 $2,305,401 $169,478 74
Salaries and wages: .

NUMDEr Of FEIUMNS..... oo, 84,302 83,248 1,054 13

AMOUNE. ... ittt e res s $1,974,431 $1,895,909 $78,522 4.1
Taxable interest: N

Number of returns.. 62,390 60,978 1,412 23

Amount................... $136,302 $150,660 $-14,358 -95
Dividends before exciusion:

Number of returns.. 19,967 19,624 343 1.7

Amount................... $50,974 $54,466 $-3,492 -64
Dividends included in AGI:

Number of returnS .........c.o.coiiiiccccee e 19,967 14,963 5,004 334

Amount... RSO O OO $50,974 $47,259 $3,715 79
Unemployment compensation, total:

Number of returns 7,045 7,369 -324 -44

Amount............ s . $13,554 $13,103 $451 3.4
Unemployment compensation included in AGI:

Number of returns 7,045 4,716 2,329 49.4

Amount.............. $13,554 $8,306 $5,248 63.2
Social security benefits, total: .

Number of returns . 9,014 8,113 901 11

AMOUNL. ...ttt e b et ea et s b n st $74,235 $64,715 $9,520 14.7
Social security benefits included in AGI:

Number of returns . 3,283 3,003 190 6.1

Amount................ $11,704 $11,148 $556 5.0
Sales of capital assets, net gain less loss, total:

Number of returns ; 13,148 12,898 250 1.9

Amount. $73,892 $198,143 $-124,251 -62.7
Sales of capital assets, net gain less loss included in AGI:

NUMDBET Of FBIUMS ..ot 13,148 12,898 250 1.9

Amount RO OSRTOO $73,892 $80,501 $6,609 -82
Total statutory adjustments:

Number of returns... 10,286 35,922 ~25,626 -713

Amount....... $25,610 $92,057 $-66,447 -722

NOTE: All data are based on returns filed through April1.



Individual Income Tax Returns, 1987 Taxpayer Usage Study

Figure G.—Returns With Unemployment Compensation, by Size of Adjusted Gross Income, Tax Years 1986 and 1987

[Number of returns in thousands, amounts in millions of dollars)

Tax Year 1887 Tax Year 1986 Percentage change
Size of adjusted gross income Taxable benefits Taxable benefits Taxable benefits
Number of Number of Number of
et retl ret
returns Nlr‘;t“:r.;\rso’ Amount ums N‘r‘;t"m'so’ Amount ume N'I:'gl‘l?:"so' Amount
(1) @ @ 4 (5) (6 [y} ) ®
All returns, total ... 7.045 7.045 $13,554 7.369 4,716 $8,306 -4.4% 49.4% 63.1%
No adjusted gross income............... 29 *29 *51 *65 9 " -554 2222 A
$1 under $5,000........... 301 301 351 552 *52 100 -45.5 4789 251.0
$5,000 under $ 10,000. 1,184 1,184 1,909 1,261 130 298 -6.1 8108 540.6
$10,000 under $ 15,000 1,118 1,118 2,080 976 376 338 146 1973 515.4
$15,000 under $ 20,000.... 817 817 1,518 897 656 1,091 -89 245 331
$20,000 under $ 25,000.... 853 853 1,702 874 874 1,638 -24 ~-24 39
$25,000 under $ 30,000 706 706 1,300 732 732 1,563 -3.6 -36 -16.8
$30,000 under $ 50,000 1,671 1,671 4,137 1,547 1,574 2,71 80 6.2 52.6
$50,000 under $ 75,000 290 290 410 299 299 477 -3.0 -3.0 -140
$75,000 under $100,00 *68 “68 *88 *23 *23 *75 196.7 195.7 173
$100,000 or more ..... '8 “8 "8 *18 *18 *39 -55.5 -555 -795

! Less than $500,000.
2 Not computed.

*Estimate should be used with caution because of the small number of sample returns on which it is based.

NOTE: Detail may not add to total because of rounding. All data are based on returns filed through April.

returns with an IRA adjustment fell from $2,422 per return
for 1986 to $1,910 per return for 1987

ITEMIZED DEDUCTIONS

The percentage of Forms 1040 showing itemized deduc-
tions declined sharply to 50.7 percent from 59.3 percent for
1986 (see Figure H). This was primarily the result of the Tax
Reform Act, which eliminated certain deductions, such as
for the general sales tax, and limited others, such as
miscellaneous deductions to 2 percent of AGI and personal
interest to 65 percent of the amount paid. In addition, under
provisions of the Act, taxpayers who were age 65 or over or
blind received a larger standard deduction than the rest of
the population. This provision would have made it advan-
tageous for many taxpayers in such groups to claim the
standard deduction instead of itemizing deductions.

OFFICIAL LABEL AND ENVELOPE USAGE

For Tax Year 1987, 54.6 percent of all taxpayers used the
IRS-provided name and address label, up slightly from 54.4
percent for Tax Year 1986 (see Figure I). This increase
occurred in spite of a 505,000 increase in “electronically-
filed” returns, which, by definition, did not have an IRS label
attached to them. (Electronic returns are discussed below).
Therefore, the relevant statistic is the percentage of non-
electronic returns filed using the IRS label. This percentage

Figure H.—Percentage of Returns With Itemized
Deductions, Tax Years 1979-1987

Tax year All returns Form 1040 returns
28.9% 49.6%
30.6 51.7
311 52.7
349 57.4
36.0 58.3
40.7 65.1
37.8 594
38.4 59.3
32.6 50.7

NOTE: All data are based on returns filed through April.

was 54.9 percent for Tax Year 1987 and 54.5 percent for Tax
Year 1986. Of the 53,848,000 labels used, 93.3 percent
were unaltered. Only 38.8 percent of returns filed by
dependents had an IRS label attached. The lower label
usage rate for dependents was caused by the large num-
ber of taxpayer dependents filing for the first time as a result
of the Tax Reform Act of 1986. IRS labels are not available
to first-time filers.

When the official label is used, the IRS transcription
operator need not enter the taxpayer’s name or address,
provided no changes were made to the label, since the
information is already on file. Thus, taxpayers who use their
official labels help the IRS decrease its processing costs. As
a result, IRS may be able to mail the taxpayer his or her
return refund earlier.

Figure I.—All Returns: Number With Selected
Characteristics, Tax Years 1985-1987

[Number of returns in thousands]

Tax Year
ltem
1985 1986 1987
(1 @ (&
All returns, total ........ccccovvrereernns 95,307 96,737 98,569
Form 1040...... 60,677 62,619 63,521
Form 1040A ... 17,926 17,495 17,104
Form 1040EZ 16,703 16,623 17,944
Returns with
paid-preparer
signature, tota 43,030 44,082 46,635
37,878 39,687 41,595
4,409 3,794 4,199
744 601 841
Returns with
official IRS tabel,
total 52,494 52,651 53,848
Form 1040... 34,652 35,140 36,016
Form 1040A ... 9,240 8,891 8,998
Form 1040EZ 8,602 8,619 8,834
Returns with official
bar-coded envelope,
total ... 58,806 54,521 64,317
Form 1040... 34,578 31,403 39,992
Form 1040A 12,559 11,844 12,126
Form 1040EZ .. 11,670 11,275 12,189

NOTE: All data are based on returns filed through April.



Official bar-coded envelope usage increased sharply for
1987 to 65.3 percent, from 56.4 percent for Tax Year 1986
(see Figure I). If electronically filed returns (which, by
definition, cannot arrive in envelopes) are excluded from the
comparison, the rate was slightly higher, at 65.6 percent for
1987, compared with 56.4 percent for 1986. This increase
reverses a 4-year downward trend in envelope usage.
However, official IRS envelope use is still below the 1982
high of 77.2 percent. Interestingly, 51.9 percent of returns
filed by dependents were enclosed in an IRS envelope.

Use of the official envelope speeds the sorting of returns
en route to and after receipt by the IRS service centers. The
bar codes on the envelopes, representing ZIP Codes and
IRS information, allow the Postal Service and the IRS to
machine-sort the envelopes, which is faster and less costly
than manual mail-sorting procedures.

PAID PREPARERS

For Tax Year 1987, the use of paid tax-return preparers
increased by 1.7 percentage points, from 45.6 for 1986 to
47.3 for 1987 (see Figure I). This increase was less than
increases experienced after other recent tax law changes.
For example, use of tax preparers increased by 3.6 per-
centage points for 1984, and by 2.8 percentage points for
1982. There was an increase in paid-preparer use for all
three tax form types for 1987, the most dramatic occurring
for Forms 1040A, which increased to 24.6 percent of the
total, up from 21.7 percent for 1986.

ELECTRONICALLY-FILED RETURNS

For Tax Year 1987, the IRS further expanded its program
of electronic filing of tax returns, a program that was begun
with Tax Year 1985. Refund returns from 16 selected IRS
districts could be transmitted electronically by participating
commercial tax-return preparers to two IRS service centers
for processing. In total, 573,000 such returns were ac-
cepted by the IRS, as compared with 78,000 for 1986.
Electronically-filed returns were limited to Forms 1040 filed
by April 15, with only certain schedules attached.

SUMMARY

The Tax Reform Act of 1986 resulted in major changes in
income and tax distributions from 1986 to 1987. Some of
these changes are, however, more apparent than real. For
example, adjusted gross income, which increased by 7.6
percent between 1986 and 1987, did so largely as a result

of the disallowance of a number of exclusions and adjust-.

ments under the Tax Reform Act. When a more consistent
measure of income is used—for example, total income plus
excluded capital gains, dividends, and unemployment
compensation—the data show a 0.8 percent decrease
between the 2 years. However, even this statistic must be
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interpreted cautiously, since the decline is, to a large extent,
a reflection of the extraordinary activity in the capital gains
area in 1986, much of which was undertaken in anticipation
of higher effective tax rates on capital gains in 1987.

In spite of these and other cautionary notes given
throughout the article, it is possible to draw some broad
conclusions from the data about the real effects of the Tax
Reform Act of 1987. Particularly notable are the increase in
the effective tax rate for taxpayers with total incomes of
$50,000 or more, as well as those with incomes under
$5,000 (see Figure J). The latter increase reflects the many
dependents who had to file their own returns, on which they
could claim no exemptions and only a limited standard
deduction.

DATA SOURCES AMND LIMITATIONS

Data for the Taxpayer Usage Study (TPUS) were derived
from a continual daily random sampling of returns as they
were received in the 10 IRS service center mailrooms from
January 2 to April 29, 1988. Sampling was conducted for
each service center at designated rates ranging from
1-in-1,200 to 1-in-2,300 for the period beginning January 2,
1988 through March 11, 1988, and at rates ranging from
1-in-5,100 to 1-in-6,900 for the period beginning March 12,
1988 through April 29, 1988. This yielded a sample of
20,073 returns for the first period and a sample of 9,318
returns for the second. In addition to the sample drawn from
mailroom receipts, a separate sample was drawn for the
electronically-transmitted returns. These returns were sam-
pled at a rate of 1-in-1000, which yielded a sample of 516
returns. '

The theoretical sampling rates were not used in weighting.
the file. Rather, a separate weight was computed for each
type of return for each service center for each period by
dividing the TPUS sample into each receipt count. The
result was weights ranging from a low of 1,413.28 to a high
of 3,818.44 for returns sampled from January 2 through
March 11, 1988, and a low of 4,047.95 to a high of
10,894.74 for returns sampled from March 12 through April
29, 1988. The service center population and sample counts
are presented by type of return form in Figure K.

Since the data presented in this article are- estimates
based on a sample, they are subject to sampling, as well as
nonsampling, error. Nonsampling error may be higher for
TPUS than for other Statistics of Income (SOI) data because
the sampled returns had not yet been subjected to any of
the regular IRS or SOI processing steps which would have
corrected many taxpayer errors. However, the returns were
subjected to an abbreviated form of SOI testing to identify
and correct some of the more obvious taxpayer omissions
(such as when the taxpayer failed to fill in an amount for total
income, but carried the correct figure, less adjustments,
forward to AGI).
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Throughout this article, whenever 1987 data are com-
pared to 1986 data, both are taken from the corresponding
Taxpayer Usage Study. In other words, both represent
returns received in the service centers through the end of
April. In the case of capital gains, which were not included
in the 1986 Taxpayer Usage Study, the estimate is based on
returns received through the end of April contained in the
1986 SOl File.

Figure L provides a comparison of 1986 TPUS data and
1986 SOI data as a means of evaluating the representative-
ness of returns filed through April, as a percentage of
returns filed through December. As with prior years, the
TPUS data for 1987 are intended to provide early indica-

tions of trends in SOI data that will be published in more
detail in the Winter 1988-1989 issue of the Statistics of
Income Bulletin and later on in a separate SOI report on
individual income tax returns.

If the statistical data provided are to be used properly, the
magnitude of the sampling error must be known. Coeffi-
cients of variation, computed from the sample, are used to
measure the magnitude of the sampling error. Figure M
presents approximate coefficients of variation for frequency
estimates. The coefficients of variation shown are intended
only as a general indication of data reliability. For numbers
of returns other than those shown, the corresponding
coefficients of variation can be estimated by interpolation.
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Figure K.—Population and Sample Counts by Service Center and Form Type, Tax Year 1987

{Population in thousands]

Total Form 1040 fForm 1040A Form 1040EZ
Service Center
Population Sample Population Sample Population Sample Population Sample
(1) @ @ 4 5 ) Y} 8

United States, total 98,569 29,905 63,521 17.630 17,104 5,893 17,944 6,382
Atlanta........ 10,992 3,517 6,461 1.850 2,423 896 2,108 77
Andover . 10,168 3,114 6,705 1,867 1,372 458 2,091 789
Kansas Cit 10,031 3310 6.734 2,17 1.526 509 1,771 684
Cincinnati '. 10,732 3,349 7.173 2172 1,623 525 1,936 652
Austin......... 10,339 3,088 6,155 1,652 2,278 812 1,906 624
Brookhaven 8,032 2,716 5,476 1,617 1,404 594 1,182 505
Philadelphia ... 8,170 2,920 5,282 1,658 1,349 618 1,539 644
Ogden®...... 10,455 3,255 7.186 2,102 1,394 467 1.875 686
Memphis 10,034 2,144 6,020 1,185 2,068 465 1,946 494
9,616 2,492 6,330 1,410 1,666 549 1,620 533

' Cincinnati and Ogden return and sample figures include electronically filed returns.

Figure L.—Comparison of Taxpayer Usage Stﬁdy (TPUS) Data and Statistics of Income (SOI) Data, Tax Year 1986

[Number of returns in thousands; amounts in millions of dollars]

Items 1986 TPUS 1986 SOI Differance Porcentaga

%) @ ®) (4}

All returns 96,737 103,057 6,320 6.1%
Adjusted gross income... $2,300,896 $2,484,989 $184,093 7.4
Individual Retirement Arrangement adjustment: :
Number of returns 14,898 15,547 649 42
AMOUNt......ccooriiririei s $36,075 $37,784 $1,709 45

Itemized deductions:

NUMbBeEr Of TetUMS ... 37,134 40,173 3,039 7.6
Amount........ $272,350 $313,453 $41,103 131
‘ 79.154 87,243 8,089 93
$325,415 $382,043 $56,628 14.8

NOTE: All data are based on returns filed through April.

Figure M.—Approximate Coefficients of Variation for

Frequency Estimates, Tax Year 1987

Appraximate coefficient
of variation
Estimated number
of returns
Form Form Form
1040 1040A 1040EZ
(1) 2 @)

50,000,000, .012 1) (1

20,000,000.. .018 (&)} 1)
15,000,000.. .021 021 .022
10,000,000.. .026 026 027
5,000,000.. .037 .036 .038
1,000,000.. .082 .081 .085
500,000 .. 116 116 21
100,000.... .259 .257 270
75,000.... .299 277 311

! Not applicable because the estimated number of returns was greater than the poputation

estimate.

NOTES AND REFERENCES

[1] Examination of Figure A shows only an increase of
311,000 returns in the $1 under $5,000 AGI class.
However, since 1981 this class has experienced an
average decline in the number of returns of 381,000
per year. Thus, this year’s increase in the number of
returns in this class represents a significant reversal of

this trend. .

(2]

Passive losses are those resulting from the conduct of

any trade or business in which the taxpayer does not

materially participate.

[3] As of June 1, 1988, the IRS projected that 106.5

[4]

(5]

million individual income tax returns for Tax Year 1987
will be filed by the end of 1988. Because of year-
to-year changes in the percentage of returns that are
filed by April 15, it may be difficult to project total
frequencies and amounts for the year from the data
presented in this article. However, comparisons of
ratios and averages from the 1986 and 1987 TPUS
reports should hold up reasonably well when com-
pared with final data for those 2 years.

Taxpayers can legitimately file after April 15 if:
— they were out of the country on April 15;
— they filed a Form 4868 for an automatic extension
- - of filing deadline, paying any balance due; or
— they filed a Form 2688 for additional extension of
filing deadline.

For purposes of computing includible unemployment
compensation, married taxpayers filing jointly were
allowed an $18,000 exclusion and unmarried taxpay-
ers were allowed a $12,000 exclusion (married cou-
ples living together but not filing jointly did not qualify
for an exclusion). Includible unemployment compen-
sation was computed as one-half of the excess of
income from all sources over the exclusion, up to the
total amount of unemployment compensation.
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[6] For 1986, unemployment compensation was nontax- zero if they had lived together at any time during the
able if the taxpayer’'s total income was less than year. One-half of the excess of total income over the
$12,000 for unmarried taxpayers, or less than $18,000 income exclusion, up to the total amount of unemploy-
for married taxpayers filing joint returns. For married ment compensation, was subject to tax.

persons filing separately, the income exclusion was

Table 1.—All Returns: Number by Marital Status, by Type of Return and Size of Adjusted Gross Income

[All figures are estimates based on samples—number of returns are in thousands)

Number of returns by size of adjusted gross income
TFype of return,
marital status Total Under $5,000 $10,000 $15,000 $20,000 $30,000 $50,000 $100.000
$5.000° under under under under under under or rv{ove
* $10,000 $15,000 $20,000 $30,000 $50,000 $100,000
) @ 3) (O] ®) 6) @) ) (&)

All returns, total 98,569 15,440 14,953 12,829 10,737 15,807 17,948 9,398 1,457
Returns of single persons ... 43,608 12,672 9,606 6,714 4,934 5,609 3.136 757 180
Joint returns of husbands and wives . 43,794 1,464 2,897 3,936 3,935 8,273 13,633 8,402 1,255
Separate returns of husbands and wives.. 1,465 200 298 264 265 266 120 *48 *3
Returns of heads of households . 9,611 1,087 2,130 1,907 1,595 1,650 1,035 18919
Returns of surviving spouses 91 17 *22 *10 *8 ‘9 *24 *2 *0

Form 1040 returns, total ..........cccocooviirerinineenn 63,521 5,593 6,883 6,441 6,149 11,406 16,261 9,330 1,457
Returns of single persons 20,233 4,043 4,008 2,652 2,224 3,601 2774 751 180
Joint returns of husbands and wives . 37,373 1,105 2,072 2,894 2,904 6,372 12,427 8,343 1,255
Separate returns of husbands and wives.. 968 93 132 161 184 233 113 *48 *3
Returns of heads of households ............... 4,856 335 649 723 829 1,19 923 186 *19
Returns of surviving spouses... 91 17 r22 10 ‘8 ] *24 2 -

Form 1040A returns, total 17,104 2,988 3,640 3,333 2,568 3,028 1,479 *68 N/A
Returns of single persons 5,430 1,770 1,168 1,006 691 635 155 *7 N/A
Joint returns of husbands and wives . 6,421 359 824 1,042 1,030 1,901 1,207 *59 N/A
Separate returns of husbands and wives.. 497 108 167 102 81 *33 6 - N/A
Returns of heads of households .. 4,755 752 1,481 1,183 766 459 112 2 N/A

Form 1040EZ returns, total® ..... 17,944 6,859 4,430 3,056 2,019 1,373 208 — N/A
Returns of single persons 17,944 6,859 4,430 3,056 2,019 1,373 208 — N/A

! Includes returns with no adjusted gross income and negative adjusted gross income.

2 Form 1040EZ returns could be filed by single persons only.

“Estimate should be used with caution because of the small number of sample returns on which it is based.
N/A-—Not applicable.

NOTE: Detail may not add to totals because of rounding.
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Table 2.—All Returns: Number With and Without Total Income Tax, by Type of Return and Size of Adjusted Gross Income

[All figures are estimates based on samples—numbers of returns are in thousands.]

Number of returns by size of adjusted gross income

Type of :,
B LrRiiicd Total e e 1 $5.000 $10,000 $15,000 $20,000 $30,000 $50,000 $100,000
I under under under under under . under under or m‘o re
i n%:;:sag $5,000 $10,000 $15,000 $20,000 $30,000 $50,000 $100,000
(3] @ @ @ 8 6) (@) 8} 9 (10)

All returns, total 98,569 606 14,834 14,953 12,829 ]0,737 15,807 17,948 9,398 1,457
Number with total income tax..... 80,844 °26 5,571 9,789 10,807 10,315 15,616 17,822 9,340 1,457
Number with no total income tax 17,726 579 9,263 5,164 1,922 421 192 126 *58 —

Form 1040 returns, total 63,521 543 5,050 6,883 6,441 6,149 11,406 16,261 9,330 1,457
Number with total income tax. 65,155 *24 1,793 3,990 5371 5,844 11,233 16,157 9,286 1,457
Number with no total income tax 8,366 519 3,257 2,894 1,070 305 174 104 *44 —

Form 1040A returns, total. 17,104 *37 2,951 3,640 3.333 2,568 3,028 1,479 ‘68 N/A
Number with total income tax. 11,776 T2 925 1,388 2,486 2,455 3,009 1,457 *54 N/A
Number with no total income tax 5,328 *35 2,026 2,251 847 114 *18 *23 14 N/A

Form 1040EZ returns, total .... 17,944 *25 6,833 4,430 3,056 2,019 1,373 208 — N/A
Number with total income tax.... 13,913 - 2,853 4411 3,051 2,017 1.373 208 - N/A
Number with no total income tax 4,032 *25 3,980 19 ‘5 2 — — - N/A

1 Total income tax is computed as the sum of income tax after credits and alternative minimum tax, less earned income credit.

2 Includes returns with negative adjusted gross income.

*Estimate should be used with cautlon because of the small number of sample returns on which it is based.

N/A—Not applicable.

NOTE: Detail may not add to total because of rounding.

Table 3.—All Returns: Number With and Without Total Income Tax, by Type of Return and Size of Total Income
[All figures are estimates based on samples—numbers of returns are in thousands, amounts are in millions of dollars)
Number of returns by size of total income
Type of ,
ym (':;‘fm Total No total $ $5,000 $10,000 $15,000 $20,000 $30,000 $50,000 $100,000
incom ei under under under under under under under o more
$5,000 $10,000 $15,000 $20,000 $30,000 $50,000 $100,000
(U] @ &) @ ) © Y] @) [©)] (10)

All returns, total......co.ooviiiis 98,569 551 14,783 ‘ 14,835 12,764 10,660 15,699 18,229 9,536 1,513
Number with total income tax.... 80,844 ‘8 5,523 9,678 10,810 10,242 15,497 18,094 9,478 1,513
Number with no total income tax 17,726 543 9,260 5157 1,954 418 201 135758 —

Form 1040 returns, total .............ccovviiiiinns 63,521 497 4,996 6,775 6,401 . 6,072 11,290 16,511 9,466 1,513
Number with totat income tax.... 55,155 "8 1,746 3,891 5,299 577 11,107 16,399 9,422 1,513
Number with no total income tax.. 8,366 489 3,250 2,885 1,102 301 183 112744 —

Form 1040A returns, total.... 17,104 *28 2,953 3.630 3,307 2,569 3,035 1,510 *70 N/A
Number with total income tax. 11,776 — 923 1,377 2,460 2,455 3,017 1,488 *56 N/A
Number with no total income tax.. 5,328 29 2,030 2,253 847 114 18 *23 *14 N/A

Form 1040EZ returns, total.. 17,944 *25 6,833 4,430 3,056 2,019 1,373 208 — N/A
Number with total income tax. . 13,913 — 2,853 4411 3,051 2,017 1,373 208 - N/A
Number with no total income tax..................... 4,032 *25 3,980 “19 *5 *2 — — - N/A

1 Total income tax is computed as the sum of income tax after credits and alternative minimum tax, less earned income credit.

2 Includes returns with negative total income.

*Estimate should be used with caution because of the small number of sample returns on which it is based.

N/A—Not applicable.

NOTE: Detail may not add to total because of rounding.
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Table 4.—All Returns: Adjusted Gross Income, Selected Sources of Income and Statutory Adjustments by Size of Adjusted

Gross Income

[All figures are estimates based on samples—numbers of returns are in thousands, amounts are in millions of dollars.]

Adjl::::e;"%mss Salaries and wages Dividends Taxable interest
Size of adjusted
gross income Number of Number of Number of Number of
Ui T jumber of
returns Amount returns Amount returns Amount returns Amount
) @ )} (V] 5) (€) ) (]
All returns, total.................ooe 98,568 2,474,879 84,302 1,974,431 19,967 50,974 62,384 136.302
No adjusted gross income’ 606 —-15,807 218 2,497 99 42 320 552
$1 under $5,000 14,834 37.839 11,963 31,462 1,182 971 6,135 4,600
$5,000 under $10,000.... 14,953 111,865 11,608 80,532 1,683 2,335 7.057 12,619
$10,000 under $15,000.. 12,829 169,296 10,513 121,688 1,701 2,427 6,634 13,553
$15,000 under $20,000.. 10,737 186,876 9,287 151,685 1,436 2,906 6,090 12,084
$20,000 under $25,000.. 8,435 189,164 7.467 165,369 1,477 3,015 5,650 10,368
$25,000 under $30,000.. 7,373 202,684 6,707 169,912 1,567 3,390 5,361 9,998
$30,000 under $50,000.. 17,948 693,939 16,639 599,838 5,228 8,727 14,894 27,328
$50.,000 under $75,000.. 7,514 448,351 6.995 369.114 3,362 9,730 6,975 19,702
$75,000 under $100,000... 1,884 159,160 1,715 123,863 1,093 4,244 1,849 7,888
$100,000 Of MOre.........ccoovern 1,457 301,412 1,191 168,473 1,139 13,187 1.418 17,609
. Unemployment Returns with taxable social
. X Tax-exempt interest compensation security benefits
Size of adjusted
gross income Number of Number of Number of Total Taxable
umber
returns Amount returns Amount returns benefits benefits
9) (10) (11) (12) (13) (14) (15)
All returns, total ... 2,888 23,149 7.045 13,554 3,283 28,742 11,704
No adjusted gross income' 10 *57 *29 *51 — — —
$1 under $5,000 94 77 301 351 *36 249 103
$5,000 under $10,000 142 549 1,184 1,909 10 40 *25
$10,000 under $15,000 .. 131 259 1,118 2,080 *10 80 *58
$15,000 under $20,000 . 151 321 817 1,518 *46 385 173
$20,000 under $25,000 . 134 795 853 1,702 173 1,431 205
$25,000 upder $30,000 . 21 1,476 706 1,300 484 4,219 910
$30,000 under $50,000 . 624 2,633 1,671 4,137 1,419 11,631 4,448
$50,000 under $75,000 .. 632 5,857 290 410 685 6,307 3,581
$75,000 under $100,000 316 2,496 "68 88 170 1,593 796
$100,000 or more ..... 444 7,990 '8 *8 251 2,808 1,4n4
" " " Statutor Reimbursed employee
) ) Capital gain Capital loss ad.-us(me%s business expenses
Size of adjusted
gross income Number of Number of Number of Number of
ul um;
returns Amount returns Amount returns Amount returns Amount
(16) a7 18) (19 (20) @) (22 (23)
All returns, total............cccocoovnninnnn 10,253 80,161 2892 6,269 10,296 25,610 1,180 3.075
No adjusted gross income’ 66 arn7 *48 114 82 677 *5 *44
$1 under $5,000.......... 601 844 134 246 225 280 *6 *3
$5,000 under $10,000. 736 1,064 190 388 486 581 29 *39
$10.000 under $15,000.. 754 1,445 227 385 792 1,255 *60 111
$15,000 under $20,000.. 650 1,160 254 400 846 1,608 71 *193
$20,000 under $25,000.. 839 2,510 203 361 1,189 2,031 11 182
$25,000 under $30,000.. 813 2,592 209 361 1,267 2,300 100 183
$30,000 under $50,000.. 2,542 9,340 714 1,705 3,365 8,043 370 991
$50,000 under $75,000.. 1.811 13212 483 995 1,229 3,795 282 853
$75,000 under $100,000 655 8,374 206 366 424 1,837 103 377
$100,000 or more 787 39,343 224 949 393 3,204 *42 *99
Self-employed Keogh retirement plan .
IRA payments2 health insurance and self-employed :ie'l':g:s w'!:;
Size of adjusted deduction {SEP) deduction Y pa
gross income
Number of Number of Number of Number of
returns Amount returns Amount returns Amount returns
(24) (25) (26) 27 (28) (29} (30)
Al returns, total 7,087 13,539 1,090 455 566 4,954 544
No adjusted gross income' "25 *50 "12 "3 — - ‘2
$1 under $5,000 .......... 120 iral *52 *18 - — *4
$5,000 under $10,000. 268 417 84 26 ‘5 *26 21
$10,000 under $15,000 .. 536 850 139 41 *36 *56 *42
$15,000 under $20,000 .. 635 1141 89 35 "24 *43 "50
$20,000 under $25,000 .. 908 1.650 110 43 *27 *36 *45
$25,000 under $30,000 .. 997 1,812 97 34 ‘8 *42 *60
$30.000 under $50,000 .. 2,675 4,844 201 102 82 1,506 127
$50,000 under $75,000 .. 571 1,489 190 96 171 709 107
$75.000 under $100,000 174 524 *46 16 90 633 *39
$100,000 or more 177 592 71 “41 123 1,904 "47

" Includes returns with negative adjusted gross income.
2 |RA — individual retirement arrangement,

*Estimate should be used with caution because of the small number of sample returns on which it is based.

NOTE: Detail may not add to totals because of rounding.
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Table 5. All Returns: Selected Items by Size of Adjusted Gross Income
(All figures are estimates based on samples—numbers of returns in thousands, amounts are in millions of dollars.)

Mju::;e:"%ross Itemized deductions Standard deduction Exemptions
Size of pdiusled
gross income Number of Number of Number of Number of
returns Amount returns Amount returns Amount retumns Amount .
M (4] [©)] “ (5) 6} y] 8)

All returns, total..............cccoovnin 98,569 2,474,879 32,179 328,426 65,908 202,382 89,761 199,098
No adjusted gross income’ 606 * -15,807 99 721 498 2,019 542 1,152
$1 under $5,000......... 14,834 37,939 233 1,561 14,565 32,178 7.827 11,616
$5,000 under $10,000 14,953 111,865 798 4,820 14,128 42,546 13,609 22,360
$10,000 under $15,000.. 12,829 159,296 1,395 9,194 11,371 36,734 12,609 23,064
$15,000 under $20,000.. 10,737 186,876 1,895 11,821 8.675 28,109 10,672 21,693
$20,000 under $30,000.. 15,807 391,848 5,797 40,326 9,897 34,030 15,765 36,442
$30,000 under $50,000 .. 17,948 693,939 12,216 104,226 5,686 21,790 17,909 50,498
$50,000 under $100,000 .. 9,398 607,510 8,370 108,422 1,014 4,573 9.376 28,043
$100,000 or more 1,457 301,412 1,376 47,335 "74 *403 1,452 4,227

income tax after Alternative minimum Tota) tax? tncome tax withheld
credits tax
Size of adjusted
gross income Number of Number of Number of Number of
returns Amount returns Amount returns Amount returns Amount
©) (10) (1) (12) (13) 4 (15) (16)

All returns, total............ccoooeeeeeee 82,495 313,101 138 - 1,994 84,257 326,000 84,603 289,316
No adjusted gross income’ ‘29 *59 — — 125 156 184 215
$1 under $5,000... 5.625 745 — — 6,294 1,019 10,934 2,352
$5,000 under $10, 10,649 4,032 — — 11171 4,669 11,623 7,283
$10,000 under $15,000.. 11,670 9,527 *5 — 11,932 10,383 10,981 13,083
$15,000 under $20,000.. 10317 14,487 — — 10,396 15,359 9,616 - 17.896
$20,000 under $30,000.. 15,609 37,310 13 15 15,680 39,238 14,522 43,226
$30,000 under $50,000.. 17,809 76,788 *22 "41 17.855 79,567 16,885 85,506
$50,000 under $100,000 9,330 92,882 *48 "604 9,348 96,193 8,679 81,275
$100,000 or more 1,457 77.2711 *50 *1,334 1,457 79,417 1,180 38,480

i Overpayment applied .
Eamcede;: me Refund o 1988 Tax :'uﬁ"?‘t time
Size of adjusted " estimated tax 9
gross income
Number of Number of Number of Number of
Ir‘elnms Amount returns Amount returns Amount ‘:eturns Amount
7 (18) 19 20 2N 22) (23) (24)

All returns, total 7,500 3,496 ' 72,073 63,263 3,643 4,884 20,811 41,873
No adjusted gross income' *40 *21 216 177 "19 ‘8 61 *56
$1 under $5,000 1,454 572 10,582 2,672 "63 19 2,601 522
$5,000 under $10,000 2,904 2,069 11,233 6,147 424 222 2,403 708
$10,000 under $15,000.. 2,903 829 10,259 6,051 564 215 2,035 1,182
$15.000 under $20,000.. 199 ' 5 8,458 5,524 455 293 1,864 1,197
$20,000 under $30,000.. — — 12,459 11,213 722 782 2.865 2,512
$30,000 under $50,000.. — — 13,670 18,958 71 725 3.826 5,009
$50,000 under $100,000 — — 4,866 10,141 486 1,033 4,156 11,358
$100,000 or more. — — 329 2,380 198 1,587 998 19,328

! Includes returns with negative adjusted gross income.
2 Total tax is the sum of income tax after credits, self-employment tax, alternative minimum tax, tax from recapture of investment credit, social security tax on tip income not reported to employer and tax on
an IRA. (Income tax after credits was computed without regard to the earned income credit.)
Includes returns with amounts used to reduce “total tax" to zero and returns with refundable amounts (where the credit exceeded “total tax”).
*Estimates should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detail may not add to totals because of rounding.
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Table 6.—Form 1040 Returns: Social Security Benefits, by Size of Adjusted Gross Income
[All figures are estimates based on samples—number of returns are in thousands, amounts are in millions of dollars]

15

Gross benefits

Tax-exempl
interest

Taxable benefits

Size of adjusted gross income Total
N'::"l?:"so' Amount N‘r‘:(':r';'so' Amount N‘rle"l‘::\rso' Amount
(1) @) )] @ (&) 6) Y]
Form 1040 returns, total ............c..ocoeeeee. 63,521 9.014 74,065 1,103 13,690 3.283 11,704
No adjusted gross income? 543 *62 *370 — - — -
$1 under $5,000 ......... 5,050 933 6,340 *29 *409 *36 *103
$5,000 under $10,000 6,883 1,758 13,476 *53 317 *10 25
$10,000 under $15,000. 6,441 1,428 12,166 *43 "104 *10 *58
$15,000 under $20,000. 6,149 899 7.815 *44 *212 "46 *173
$20,000 under $30,000. 11,406 1,380 11,182 191 1,454 656 1,114
$30,000 under $50,000.. 16,261 1,440 11,866 252 1,632 1,419 4,448
$50,000 under $100,000 9,330 856 8,003 348 4,240 855 4,378
$100.000 or more 1.457 257 2,848 143 5,323 251 1,404
' Tax-exempt interest reported on returns with taxable social security benefits.
2 Includes returns with negative adjusted gross income.
“Estimate should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detail may not add to totals because of rounding.
Table 7.— Form 1040 Returns: Number With and Without itemized Deductions, by Size of Adjusted Gross Income
(All figures are estimates based on samples—number of returns are in thousands and amounts are in millions of dollars.)
Number of returns by size of adjusted gross income
Number by size of
Homized dedustions Total Under $5,000 $10,000 $15,000 $20.000 $30,000 $50.000 $100,000
$5.000" under under under under under under or more
: $10,000 $15,000 $20,000 $50.000 $100,000
Y} (&) &) @) (8} [C] o @®) ©)
Form 1040 returns, total ...t 63,521 5,593 6,883 6,441 6,149 11,406 16,261 9,330 1.457
With itemized deductions:
Number of returns ............ccocooriiicnie e 32,179 332 798 1,395 1,895 5,797 12,216 8.370 1,376
Total @MOuNt ..ot 328,426 2,282 4,820 9,194 11,821 40,326 104,226 108,422 47,335
Number of returns by size of
itemized deductions:
$1 under $500... 21 *7 *5 "2 — *5 "2 — —
$500 under $1,000 *40 17 "9 "2 ‘8 4 — — —
$1,000 under $1,500 *27 *5 "2 — *14 *5 — — —
$1,500 under $2,000 *68 — 17 “14 *16 ‘9 *6 *6 —
$2,000 under $3,500 1,464 *13 107 197 289 450 360 *48 —
$3,500 under $5,000 5,214 86 289 419 564 1,617 1,810 409 "23
$5,000 under $7,500 8,510 94 212 403 577 2,033 3.819 1,337 *35
$7,500 under $10,000.. 6,108 *68 81 224 215 992 . 2929 1,550 *49
$10,000 under $15,000 6,180 16 *36 82 156 523 2,433 2,710 224
$15,000 under $25,000... 3,197 *18 *33 *23 *35 121 744 1,867 355
$25,000 under $50,000 1,148 *8 *7 *30 21 *36 113 403 830
$50,000 or more 203 — - - — "2 — *40 161
Without itemized deductions ..................ccooeene 31,342 5,262 6,085 5,046 4,254 5,609 4,045 960 81

' Includes returns with negative adjustad gross income.
*Estimate should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detail may not add to totals because of rounding.
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Table 8.—All Returns: Presence of Form W-2 Wage and Tax Statement, by Type of Return and Size of Adjusted Gross

Income

[All figures are estimates based on samples—number of returns in thousands)

Number of returns with Form

Total

Number of returns by size of adjusted gross income

- ,000 10,000 $15,000 ,000 $30,000 000
W-2. type of retum sl;'gg} su%\dev suﬂdev under suzgder under sﬁder s;'om
’ $10,000 $15,000 $20,000 $30,000 $50.000 $100.000
) 2 )] “) &) © (] @ ©)
All returns, total .. 98,569 15,440 14,953 12,829 10,737 15,807 17,948 9,398 1457
Forms W-2 attached, total .... 160,275 21,695 21,914 17,807 15,762 25,995 35,332 19,313 2,459
Number of returns with a W-2 attached 83,061 11,898 11,287 10,252 9,166 14,092 16,566 8,627 1,173
Number of returns by number of Forms
W-2 attached:
ONE ..ot 38,429 6,045 5,429 5,972 5,485 7,425 5,716 1,964 393
Two or more for same taxpayer 22,016 5,730 5414 3,390 2311 2,537 1,823 643 167
Two or more for different taxpayers 22,616 124 444 889 1.370 4,130 9,027 6,019 613
Form W-2 not attached 15,508 3,542 3,666 2,578 1,571 1,715 1,382 77 284
Form 1040 returns, total. 63,521 5,593 6,883 6,441 6,149 11,406 16,261 9,330 1,457
Forms W-2 attached, total . 97,732 4,708 6,457 6,931 8,205 17,976 31,817 19,180 2,459
Number of returns with a W-~2 aftache 49,221 2,749 3,492 4,003 4,620 9,732 14,893 8,559 1173
Number of returns by number of Forms
W-2 attached:
One 21,080 1,570 1,863 2,322 2,675 5138 5,169 1,950 393
Two or more for same taxpayer 9,128 1.129 1,424 1,241 1,122 1,748 1,657 641 167
Two or more for different taxpayers 19,013 *51 205 440 823 2,846 8,067 5,968 613
Form W-2 not attached 14,300 2,844 3.3 2,438 1,629 1,675 1,368 77 284
Form 1040A returns, total . 17,104 2,988 3,640 3,333 2,568 3,028 1,479 *68 N/A
Forms W-2 attached, total .... 30,906 4,476 6,658 5,877 4,456 6,080 3,227 132 N/A
Number of returns with a W-2 attached 16,192 2,477 3,438 3,221 2,531 2,991 1,465 “68 N/A
Number of returns by number of Forms
W-2 attached: :
ONE .ottt b 8,067 1,344 1,694 1,837 1,486 1,293 397 *15 N/A
Two or more for same taxpayer... 4,522 1,060 1,505 935 497 413 109 *2 N/A
Two or more for different taxpayers 3,603 *73 239 450 547 1,285 959 *51 N/A
Form W-2 not attached 912 511 201 12 *38 *36 *14 - N/A
Form 1040EZ returns, total .. 17,944 6,859 4,430 3,056 2,019 1,373 208 — -
Forms W-2 attached, totai ....... 31,637 12,511 8,799 5,000 3,100 1,939 288 - —_
Number of returns with a W-2 attached.. 17,648 6,672 4,356 3,028 2,015 1,370 208 —_ —
Number of returns by number of Forms -
W-2 attached:
9,282 3.131 1,871 1,813 1,324 994 150 — N/A
Two or more for same taxpayer... 8,366 3,541 2,485 1,216 691 376 *58 - N/A
Two or more for different taxpayers' N/A N/A N/A N/A N/A N/A N/A N/A N/A
Form W-2 not attached 297 187 *74 *28 4 "4 — — N/A

! Includes returns with no adjusted gross income and with negative gross income.
2 Even if each spouse on a joint return had two or more Forms W-2, the return was counted only once in the statistics for “two or more different taxpayers.”
*Estimate should be used with caution because of small number of sample returns on which it is based. .

N/A — Not applicable.

NOTE: Detail may not add to totals because of rounding.
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Table 9.—Form 1040 Returns: Number With Selected Forms and Schedules, by Size of Adjusted Gross Income

[All figures are estimates based on samples—numbers of returns are in thousands)

$5,000

$10,000

$15,000

$20,000

$30,000

$50,000

rm or Under, . o $100,000
o LA s | | S | A | A | e | W
Q)] @ 3) @ &) ® @ ® &)

Forms 1040, total 63,521 5,593 6,883 6,441 6,149 11,406 16,261 9,330 1,457
A ttemized Deductions .. 33,301 39 943 1,567 2,079 6,102 12,382 8,468 1,369
B interest and Dividend Income. 31,767 2,447 3,549 3,144 2,595 4,837 7.561 6,260 1,374
C Profit (or Loss) from Business or

Profession 10,447 1,189 1,241 1,028 981 1,810 2,311 1,623 265
D Capital Gains or Losses.... 11,689 671 750 887 790 1,706 2,846 3,018 1,021
E Supplemental Income Schedule . 11,167 648 894 862 858 1,702 2,727 2,619 857
F Farm tncome and Expenses 2,067 239 245 257 214 405 432 218 *58
R/RP  Credit for the Elderly 436 *50 197 146 *43 - — — —
SE Computation of Social Security

Self-Employment Tax 9,823 1,072 1,258 1,087 892 1,694 2,081 1,448 289
1116 Computation of Foreign Tax Credit 496 ‘6 *28 *26 r22 “50 9N 173 100
2106 Employee Business Expenses.... .. 4,415 *54 *56 127 297 753 1,543 1,375 210
2119 Sale or Exchange of Principal Residence .. 1,668 95 101 116 84 235 497 455 84
2210 Underpayment of Estimated income Tax.... 3,764 122 189 352 285 572 765 1,023 456
2439 Regulated Investment Company Credit...... 11 - *5 — - — — *6 —
2441 Credit for Child and Dependent Care

Expenses.... 5,847 14 110 305 479 1,154 2,374 1,335 76
2555 Foreign Earned Income. *44 *13 - "1 *6 — *7 *6 1
3468 Computation of Investment Credit .. 100 *2 '8 1 — - *22 *33 *24
3800 General Business Credit . 492 m 77 *39 *40 *74 *59 *52 *41
3903 Moving Expense Adjustment...................... 961 *7 21 *24 *42 186 363 260 *57
4136 Computation of Credit for Federal Tax

on Gasoline, Special Fuels, and

Lubricating Ol ............ococvmecrrien 706 102 113 82 85 132 128 *57 *7
4137 Computation of Social Security Tax on

Unreported Tip Income 209 *40 *31 *28 *10 *34 *54 *13 *0
4255 Recapture of Investment Credit 335 *15 “10 *30 *15 *24 *64 126 *52
4562 Depreciation . 11,104 888 888 848 974 1,864 2,824 2,258 560
4684 Casualties and Theft..........c.ccoocoovirrirnnnen. 175 1 — 12 *22 *37 *49 *44 —
4797 Supplemental Schedule of Gains

and Losses 2,171 181 149 149 115 330 417 580 250
4835 Farm Rental Income and Expenses ... 529 41 *66 *47 *46 109 111 *72 *36
4868 Application for Automatic Extension of

Time to File ..o, 111 ‘8 *7 *16 6 - *51 “18 *5
4852 Investment Interest Expense Deduction ..... 839 “24 "7 *15 *38 *70 162 264 249
4970 Tax on Accumulation Distribution of Trusts.. *18 — - 1 — — — — *7
4972  Special 10-Year Averaging Methods............ 314 11 19 *50 *39 *68 *54 *67 *5
5329 Return for Individual Retirement

Arrangement Taxes 1,178 11 *45 84 78 237 361 334 ‘29
5695 Residential Energy Credit *38 — "1 *9 *7 “19 *2 — —
5884 Job Credits................... *23 — - - *7 — ‘6 *5 *5
6249 Windfall Profit Tax Credit. — — - - — - - — -
6251 Alternative Minimum Tax Computation . 2,747 *61 *57 *75 *62 164 540 1,177 611
6252 Computation of Installment Sale Income ... 1,394 3t 125 96 163 224 285 289 182
6765 Credit for tncreasing Research Activities .... *2 — — - - — "2 — -
8271 Investor Reporting of Tax Shelter

Registration Number........................ 562 *18 *18 *32 *27 42 106 250 *66
8275 Disclosure Statement Under IRC Section

6661 — — — — — — — — —
8283 Noncash Charitable Contributions 751 *13 ‘5 ‘19 17 *44 180 370 102
8332 Release of Claim to Exemption for Child

of Divorced or Separated Parents. 160 - ‘2 ‘8 17 *39 *75 *13 ‘7
8396 Mortgage Interest Crediit............ "4 — - — — 4 — — —
8582 Passive Activity Loss Limitations 3,551 148 162 185 190 389 781 1,167 528
8586 Low-Income Housing Credit "7 - ‘2 — — - *5 - -
8598 Home Mortgage Interest 41 4 *7 *15 *21 *48 159 133 *26
8606 Nondeductible IRA Contributions,

IRA Basis, and Nontaxable

IRA distributions.. 1,139 — — ‘2 *19 *69 419 517 113
8615 Computation of Tax ildren Under

Age 14 who have Interest Income of

More Than $1,000............cccccooeirornnnnn. 312 256 ‘47 "2 ‘5 *2 — — —

" Includes returns with no adjusted gross income and negative gross income.
"Estimate should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detait may not add to totals because of rounding.
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Table 10.—Form 1040 and Form 1040A Returns: Number With Payments to an Individual Retirement Arrangement (IRA), by
type of Return and Size of Adusted Gross Income

(Al figures are estimates based on samples —number of returns are in thousands.)

Number of retums by size of adjusted gross income
type oft?e!a:n:m' Total Under $5,000 $10,000 $15,000 $20,000 $30,000 $50,000 $100.000
$5,000" under under under under under under or m'ow
' $10,000 $15,000 $20,000 $30,000 $50,000 . $100,000
(L)) 2 @) @) 5) (] Y ® (8}
Form 1040 and Form 1040A returns, totat. 80,625 8,581 10,523 9,774 8,717 14,434 17,740 9,398 1,457
Returns with payments to an IRA, total 7.087 145 268 536 635 1,905 2,675 744 177
Size of payment:
$1 under $2,000 . 2,658 [0 117 226 172 744 1,249 *60 —
$2,000 2,376 *42° 130 252 358 716 596 259 21
$2,001 under $2,250 .. *48 - — — - *20 27 — —
$2,251 under $4,000 .. . 738 - *10 *23 “61 196 274 133 *41
$4,000 270 - — 14 10 *44 178 r22 2
More than $4,000 996 11 12 r22 *33 185 352 270 112
Returns without payments to an IRA 73,538 8,436 10,254 9,237 8,083 12,529 15,065 8,654 1,280
Form 1040 returns, total 63,521 5,593 6,883 6,441 6,149 11,406 16,261 9,330 1,457
Returns with payments to an IRA. 6.424 120 232 403 534 1,669 2,544 744 176
Size of payment:
$1 under $2,000 2,293 *74 94 157 132 614 1,163 *60 —
$2,000......... 2147 41 116 195 304 630 580 259 21
$2,001 under $2,250 .. .. *48 — — — — *20 27 — -
$2,251 under $4,000 .. .. 711 — *10 17 *61 189 259 133 *41
$4,000 250 - — *14 4 *38 170 *22 2
More than $4,000 ...........ccoiiiriiiiene 975 *5 12 *20 *33 178 345 270 12
Returns without payments to an 57,097 5,473 6,652 6,038 5,615 9,738 13,716 8,586 1,280
Form 1040A returns, total 17,104 2,988 3,640 3,333 2,568 3,028 1,479 *68 —
Returns with payments to an IRA................oe 660 24 37 132 100 237 130 — —
Size of payment:
$1 under $2,000 364 *16 *23 *69 *40 131 86 — —
$2,000 228 "2 14 *57 *54 86 *16 — -
$2,251 under $4,000 .. 27 — — 6 — 7 *14 — —
$4,000 *20 — — — ‘6 *6 ‘8 — -
More than $4,000 21 ‘6 — "2 - *7 “6 - -
Returns without payments to an IRA... 16,441 2,962 3,603 3.199 2,468 2,791 1,350 - 68 —

1 includes returns with no adjusted gross income and negative gross income.

*Estimate should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detail may not add to totals because of rounding.

N/A — Not applicable
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Table 11.—All Returns: Exemptions by Size of Adjusted Gross Income
[All figures are estimates based on samples—number of returns and amounts are in thousands]

Returns claiming VR | Exemptions for
. . Total exemptions Taxpayer exemptions dependents, total
Size of adjusted aumber of
gross income
returns Number of Number of Number of Number of Number of Number of
returns exemptions returns exemptions returns exemptions
1) @ @) @ ®) (6) o
All returns, total ..o 98,569 89,761 199,098 89,734 133,448 34,878 65,084
No adjusted gross income.' 606 542 1,152 553 848 169 330
$1 under $5,000 ........ 14,834 7.827 11,616 7.820 8,966 1.620 2,621
$5,000 under $10,000 14,953 13,609 22,360 13,561 16,447 3,376 5,793
$10,000 under $15,000. 12,829 12,609 23,064 12,580 16,495 3,631 6,405
$15,000 under $20,000. 10,737 10,672 21,693 10,671 14,609 3,781 6,944
$20,000 under $30,000. 15,807 15,765 36.442 15,773 24,025 6,485 12,316
$30,000 under $50,000.... 17,948 17,909 50,499 17,932 31,560 9,748 18,882
$50,000 under $100,000 . 9,398 9,376 28,043 9,392 17,792 5,343 10,278
$100,000 or more 1,457 1,452 4,227 1,452 2,707 727 1,515
Exemptions for Exemptions for Exemptions for
. . children under age 5 dependents age 5 and over children at home
Size of adjusted
gross income
Number of . Number of Number of Number of Number of Number of
returns exemptions returns exemptions returns exemptions
8) () (19 ()] (12 (13}
All returns, total ..o 11,258 14,525 27,486 49,347 32,167 59,130
No adjusted gross income' *34 *51 143 287 163 325
$1 under $5,000......... 600 736 1,135 1,854 1,467 2,395
$5,000 under $10,000 ... 1,230 1.657 2,422 4,107 3,039 5,178
$10,000 under $15,000. 1,356 1,750 2,684 4,523 3,243 5,503
$15,000 under $20,000. 1,374 1,787 2,888 4,894 3.379 6,138
$20,000 under $30,000. 2,237 2,903 5,085 9,030 5,978 11,053
$30,000 under $50,000. 3,025 3,984 7,978 14,825 9,131 17,516
$50,000 under $100,000 .. 1,225 1,542 4,510 8,536 5,077 9,632
$100,000 or more 176 215 640 1,290 688 1,389
Exemptions for Exemptions for Exemptions for
. y children not at home parents other dependents
Size of adjusted
gross income
Number of Number of Number of Number of Number of Number of
returng exemptions returns exemptions returns exemptions
(14) (15) (16} an (18) (19)
All returns, total ..o 1,575 2,502 1,151 1,400 1,478 2,329
No adjusted gross income - - - — *5 *5
$1 under $5,000 *68 *87 *74 *93 *70 87
$5,000 under $10,000... 150 244 123 139 180 287
$10,000 under $15,000. 171 291 178 224 251 484
$15,000 under $20,000 ... 200 332 153 176 230 373
$20,000 under $30,000 ... 324 514 242 299 303 490
$30,000 under $50,000 .. 433 672 203 264 290 423
$50,000 under $100,000 185 295 141 156 125 164
$100,000 or more *45 “66 37 *50 *14 *16

' Includes returns with negative adjusted gross income.
*Estimate should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detail may not add to totals because of rounding.
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Table 12.—Returns Filed by Dependents: Adjusted Gross Income and Selected Sources of Income, by Size of

Adjusted Gross Income

{All figures are estimates based on samples—numbers of returns are in thousands, amounts are in millions of dollars]

Adjusted gross income Salaries and wages Dividends Taxable interest
Size of adjusted -
gross income Number of A " Number of A Number of Number of A
‘:Ltnum returns nt retums Amount ‘rjetums nt
1) (63} @) @ &) ) o 8
Al returns, total 8,796 30,960 7,452 24,869 1,026 1,246 4,659 3,390
No adjusted gross income' ‘31 «-g872 - - ‘1 *5 *15 16
$1 under $5,000.......... 6,983 15,040 5,876 12,399 676 360 3,514 1,674
$5,000 under $10,000 1,383 9,476 1,273 7,813 205 384 862 690
$10,000 under $15,000 261 3,123 220 2410 *47 “102 138 386
$15,000 or more 136 4,193 83 2,246 87 396 - 128 625
Total income Itemized deductions Standard deduction Taxable income total
Size of adjusted
gross income N':t’at"::\fso’ Amount Nlrl;t“\?r.;l'sd Amount N'r‘;‘mo' Amount Nl:;'::"so' Amount
(8 (10 1) (12) (13) (14) (15) (16)
All returns, total............coceeicicnnnncns 3,946 16,887 S0 768 8,624 15,327 6,476 16,497
No adijusted gross income.’ — — — — *31 *26 ‘5 *871
$1 under $5,000.......... 3,002 6,378 "2 ‘8 6,901 11,132 4,693 4,013
$5,000 under $10,000. 657 4,496 "13 *23 1,358 3377 1,379 5967
$10,000 under $15,000 157 1,925 "6 ‘29 255 619 261 2,415
$15,000 or more 129 4,089 *58 *708 79 173 136 3,229
Taxable income i
taxed in part at Total income tax Total tax Tax g,“a;’g‘"“
Size of adjusted parents’ rate
gross income
N‘:;‘l?:sa' Amount N"‘;t"‘?:",o’ Amount N|r‘¢;t“|?r.;|'sm Amount N‘r’;t"l?:";" Amount
n (18) (19 (20 (21) ) 23 (24)
All returns, total 293 781 6,224 2,253 8,796 2,338 2,780 617 -
No adjusted gross income’ — — | ! — *31 — "1 —
$1 under $5,000 239 387 4,511 496 6,983 520 2,037 265
1$5,000 under $10,000 47 289 1,328 813 1,383 833 615 198
$10,000 under $15,000 2 *25 246 322 261 343 84 "49
$15,000 or more *5 “80 136 623 136 644 43 106
Refund
Size of adjusted
gross income
Number of returns Amount
25) (26)
All returns, total ........ 5,638 927
No adjusted gross income’ *2 —
$1 under $5,000 4,675 632
$5,000 under $10,000/. 728 161
$10,000 under $15,000... 162 ‘51 .
$15,000 or more. 72 - 84

T Includes returns with negative adjusted gross income.
*Estimate should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detail may not add to totals because of rounding.
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Table 13. Returns with Itemized Deductions: Selected Items by Adjusted Gross Income
[All figures are estimates based on samples—numbers of returns are in thousands, amounts are in millions of dollars.]
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Adjusted Itemized Medical and dental
gross income deduction expenses Total interest
Size it tladjustsd
gross income
Nlrl;tnx?::so' Amount Amount N‘r‘;tn:::sm Amount N':;t“:r:'sm Amount
(U] &) @ @ ® 6 [y
All returns, totat ... 32,179 1,519,049 328,426 4,610 15,483 29,595 175,686
No adjusted gross income.’ 99 *-2,564 721 ‘53 *154 86 375
$1 under $5,000 ........... 233 692 1,561 138 566 161 515
$5,000 under $10,000.. 798 6,277 4,820 531 1,717 571 1,652
$10,000 under $15,000 1,395 17,626 9,194 652 2197 1153 3.815
$15,000 under $20,000 1,895 33,421 11,821 651 1,814 1,688 5,100
$20,000 under $30,000 5,797 146,595 40,326 1127 2,590 5341 18,817
$30,000 under $50,000... 12,216 483,670 104,226 1,072 3,600 11,540 55,209
$50,000 under $100,000 8,370 544,710 108,422 353 1.427 7,838 74,656
$100.000 or more 1,376 288,624 47,335 *34 *1,420 1,217 15,448
Deductible home mortgage interest
. " Deductible investment Paid to financial
sglzrz:; laujustzd interest institutions Paid to individuals
N'r‘;'mso' Amount N"r;"?:"so' Amount Number of returns Amount
) @ (10} ) (12) (13)
All returns, total ... 1,187 3,830 24,512 136,160 1,586 4,038
No adjusted gross income ...........c..cooe.vvrveerercerinons — — *53 *220 *10 ‘16
$1 under $5,000 ... *13 *75 108 383 -

$5,000 under $10,000 *14 *180 436 1,218 21 *19

$10,000 under $15,000 *20 "29 922 3,043 *23 *37

$15,000 under $20,000 ‘65 *129 1,122 3,591 93 219

$20,000 under $30,000 93 93 4,205 14,271 300 668

$30,000 under $50,000 258 356 9,750 41,807 611 1,452

$50,000 under $100,000 424 1,004 6,867 60,768 444 1175

$100,000 or more........... 301 2,064 1,049 10,858 83 452

Personal interest Total current-year
paid contributions
Size of adjusted
gross income
Number of Number of
returns Amount retums Amount
14) (15) (18) an

Al returns, total .............. 26,167 45,537 28,316 36,961
No adjusted gross income’ *50 *208 *62 *98
$1 under $5,000 112 82 140 117
/$,000 under $10,000 387 339 533 462
$10,000 under $15,000 942 1,067 1,055 971
$15,000 under $20,000 1,443 1,732 1,466 1,447
$20,000 under $30,000 4,639 6,274 4,995 4,663
$30,000 under $50,000 10,535 16,177 10,910 11,681
/$50,000 under $100,000 7.096 16,762 7,866 13,016
$100,000 or more 964 2,894 1,288 4,505

1 Includes returns with negative adjusted gross income.
*Estimate should be used with caution because of the small number of sample returns on which it is based.
NQTE: Detail may not add to totals because of rounding.



Gross Tax Gap Trends According to New IRS Estimates,

Income Years 1973-1992

By Berdj Kenadjian*

According to new Internal Revenue Service (IRS) esti-
mates, the gross tax gap for individuals increased from
$19.7 billion for 1973 to $63.5 billion for 1987. Over the
same period, the gross gap for corporations increased from
$8.8 billion to $21.4 bilion. These estimates reflect the
effects of new legislation which causes a reduction in the
individual tax gap and a rise in the corporate gap. The
estimates also reflect the latest compliance data which
show that the individual compliance rate had risen for
Income Year 1982 [1].

INTRODUCTION

The IRS defines the gross tax gap as the amount of
income tax owed for a given year, but not voluntarily paid.
The gap is measured net of overpayments. This compre-
hensive measure of tax compliance provides valuable
information about the challenges faced by Federal tax
administration officials and tax policymakers. The net tax
gap equals the gross tax gap less taxes paid as a result of
IRS enforcement activity. Although the net tax gap may be
useful for some purposes, it is not analyzed here because
it is not a measure of voluntary compliance.

The gross tax gap is comprised of unpaid income taxes
on legally-earned individual and corporate income. Some
individuals and corporations - have created the gap by
overstating deductions, credits, or exemptions; understat-
ing income; or making math errors on their tax returns. The
gap also exists because some individuals and corporations
fail to file obligatory tax returns and because some do not
voluntarily pay taxes they report. (The most recent IRS
estimates, however, do not include estimates for corporate
nonfilers or for taxes reported, but not paid.)

Unreported income does not correspond to income
earned in the “underground economy.” The latter term
usually refers to both illegal and legal transactions while the
former covers only the legal sector. Income from illegal
transactions is taxable, but extremely difficult to measure
and tax. At present, IRS does not include illegal income in
its tax gap estimates. The IRS estimates do account,
however, for the legal portion of the so-called underground
economy, such as unreported tip income, which forms part
of the unreported wages and salaries, and unreported
informal supplier income [2]. (Informal suppliers operate
with no regular business addresses; generally keep no

*Chief Economist, Compliance Estimates, Research Division.

formal books or records; and do not necessarily conform to
formal requirements for licensing, permit filing, or other
performance codes.)

Many believe that this underground economy has as-
sumed large proportions in the United States and
elsewhere—and that it continues to grow in relation to the
regular economy [3]. Examining both press reports and
scholarly works on the subject reveals, however, that differ-
ent people define the underground economy in different
ways [4]. Specifically, it is not at all clear what particular
types of business activities should fall into the proper
definition. This and other ambiguities make this “economy”
more a figure of speech than a concept with operational
meaning.

ANALYSIS OF THE GAP

For 1987, the total gross income tax gap amounted to
$84.9 billion. Noncompliant individuals were responsible
for $63.5 billion of this total; corporations accounted for
virtually all of the remaining $21.4 billion [5]. The amounts,
summarized in Figure A, represent only income tax gaps,
and do not include gaps resulting from failure to report
employment or excise taxes, or any other non-income tax.

As Figures A and B illustrate, individuals who file returns
but underreport their tax liabilities (either by underreporting
income or by overstating deductions, credits or exemptions)
account for most of the tax dollars lost to noncompliance.
For 1987, this filer tax gap is estimated to be $56.3
billion—almost eight times as large as the gap resulting
from individuals who do not file the required tax returns.
The nonfiler tax gap is relatively small mainly because
employers and other payers of income withhold tax from
nonfilers’ incomes.

The tax gap due to underreported income of individual
filers ($48.3 billion) accounts for well over half of the total
$84.9 billion tax gap for 1987. Underreported farm and
nonfarm proprietor income ($26.3 billion) makes up more
than half of all underreported individual income. This $26.3
billion includes an estimated $7.7 billion of underreported
proprietor income believed to have been earned by infor-
mal suppliers who tend to operate “off the books.” Informal
suppliers include roadside or sidewalk vendors, moonlight-
ing craftsmen or mechanics, unlicensed providers of child
or elderly care services, and similar operators with informal

business styles.
23
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"Figure A -

BI"IOI’IS of dollars

Revised Estimates of the Gross Tax Gap, Income Year 1987

Total: $84.9 billion

Corporations
($21.4)

Individual
Nonfilers
($7.2)

Other areas contributing significant amounts to the tax
gap include the failure of individuals to report all capital
gains ($6.6 billion), interest and dividends ($3.2 billion),
income distributions from partnerships and S Corporations
($3.2 billion), and rents and royalties ($3.1 billion) [6]. The
shortfall in reported tax stemming from underreporting of
wages and salaries and pensions and annuities is esti-
mated to be about $1.5 billion. The remaining $4.2 billion is
attributed to taxable social security and unemployment
insurance payments, alimony, State income tax refunds,
estate and trust income, and other income.

In contrast to the tax gap for individuals, the corporate tax
gap for 1987 (shown in Figure B) is divided into only a few
components because sufficient data do not exist to prepare
detailed estimates. In particular, data are not available to
distinguish the portion of the total corporate tax gap that is
due to underreported income from the portion that is due to
overstated deductions or credits. Such data are available
only for small corporations (i.e., corporations with assets
under $10 million), which account for less than a quarter of
the corporate tax gap. The internal financial controls estab-
lished by larger corporations to help protect the interests of
their stockholders make it difficult to hide corporate income
from the tax agencies. As Figure B shows, even for small
corporations, less than half of the tax gap is estimated to be
underreported income. The comparable percentage for

_individuals is 86 percent.

Net Math Error ($1.0)

Overstated 1
Subtractions RS
and Credits ($7.0) | =

Individual
Filers

($56.3) Underreported

Income ($48.3)

The corporate tax gap is mainly attributable to overstated
expenses and credits rather than to underreported income
or nonfiling. Particularly for large corporations, noncompli-
ance usually involves aggressive tax planning that exploits
the imprecise language of some tax laws. Tax law may also
be circumvented by using improper accounting practices,
especially in sourcing incomes and expenses associated
with multinational operations involving several geographlc
regions or business entities.

TRENDS

Figure C presents estimated and projected tax gaps and
voluntary compliance rates (VCR’s) for selected years. The
VCR measures the relationship between the total amount of

" tax that is voluntarily reported for any given year and the " -
corresponding amount that should have been reported for.
that year. Figure D shows what should have been reported:
if measured on the basis of actual additional tax assessed,
rather than on the basis of additional tax audit examiners
recommend (Figure C). '

The estimates of the total tax gap (in current dollars)
increased from $28 billion for 1973 to $62 billion for 1979 to
$85 billion for 1987. The gap is projected to increase to
$114 billion for 1992. The -estimated and projected growth
of the tax gap is due in large part to the growth of income
tax liabilities through real expansion of the economy and
through inflation. '
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Figure B.—Gross Tax Gap by Source, Income Year 1987

fAll figures are estimates—money amounts are in millions of dollars]

Source of gap Tax gap' P’;f?;:ge
Total income tax gap.......ccceemevneene $84,874 100.0%
Individual income tax gap, total ... ... 63,475 74.8
Filers of tax returns, total .......... .. 56,301 66.3
Underreported income, total 48,292 56.9
Wages and salaries.......... 1,417 1.7
Interest and dividends. 3,227 3.8
Capital gains................. ... 6,650 7.8
Informal suppliers?.............c.......... 7,739 9.1
Other nonfarm proprietor
i 16,646 19.6
1,904 2.2
Income from partner:
and S Corporations......... ......... 3,216 38
“ .. sions and annuities ........ ........ 123 0.1
Rents and royalties ........... .......... 3,141 3.7
Estate and trust income.... 64 0.1
State income tax refunds 86 0.1
Alimony income............c...... 173 0.2
Taxable unemployment and
social security benefits.. 338 0.4
Other income..........c.oeeevvernieeennns 3,566 4.2
Overstated subtractions, total ..... ..... 6,062 71
Deductions ................. 3,478 41
Personal exemptions 2,039 24
Statutory adjustment 545 0.6
Overstated credits....... 899 1.0
Math errors................. 1,049 12
Nonfilers of tax returns ........................ 7,174 8.4
Corporation income tax gap, total .... 21,399 25.2
Small corporations (total assets
under $10,000,000), total 5,225 6.2
Underreported income 2,519 3.0
Overstated deductions.................. 2,706 3.2
Large corporations (total
assets $10,000,000 or more}) ... ..... 15,845 18.7
OthBr> e e, 329 0.4

! The gap and its components are measured net of overpayments.

2 Informal suppliers are sole proprietors who operate with informal business styles; see text for
examples.

3 Consists of $164 million gap for fiduciaries reporting income of estates and trusts and $165
million gap for tax-exempt organizations reporting “unrelated business income,” both classified
under corporations for purposes of this analysis.

Note: Detail may not add to totals because of rounding.

Changes in voluntary compliance, however, also exert an
important influence on the trend in the individual tax gap.
Corporate compliance data over time are quite limited.
Consequently, in estimating and projecting the corporate
tax gap, essentially one composite VCR was used to
represent corporate compliance for all years.

The growth rate in the individual gap is fairly rapid from
1973 to 1979, but much slower from 1979 to 1982. These
trends reflect changes in the VCR for individuals—which
decreased from 84.6 percent for 1973 to 81.8 percent for
1979, and then increased to 83.7 percent for 1982. From
1982 to 1986, the combined influence of real economic
growth and inflation dominate the trends in both individual
and corporate tax gaps. From 1986 to 1988, the Tax
Reform Act of 1986 (TRA) causes the individual gap to
decline and the corporation gap to increase even as
economic factors continue to exert their normal influences
on the tax gap.

None of the trend changes after 1982 can be attributed
to changes in compliance. This is because the data needed
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to determine improvements or declines in voluntary compli-
ance do not exist. The most recent year for which IRS has
data from the Taxpayer Compliance Measurement Program
(TCMP) for individuals is 1982 [7]. Consequently, for years
after 1982, it was assumed that the voluntary reporting
percentage for each source of income, such as sole
proprietor income or wage income, remained constant.
Similarly, after 1982, the reporting percentage for each
deduction, exemption, adjustment, or credit claimed is also
assumed to remain constant.

Even though the reporting percentage for every individ-
ual income source and every subtraction from individual
income or tax is held constant, the overall VCR for the
individual income tax may fluctuate. This is because the
relative weights of the various income and subtraction
ftems, which contribute to the overall noncompliance rate,
change over time in response to changing economic
conditions. It is known that some types of income are not
reported as well as others. Consequently, if, in response to
changing economic conditions, the relative importance of
the more poorly reported types (e.g., proprietor income)
increases, the VCR's for total individual income for those
years decline. For example, the individual VCR declined
from 83.7 percent for 1982, a recession year, to 81.6
percent for 1985, a year of expansion.

As Figure E shows, the combined influence of a prosper-
ous period, which enlarged the tax base, and a decline in
the VCR, accelerated the growth rate of the individual tax
gap from 1982 to 1985. The drop in the individual tax gap
from $79.3 billion for 1986 to $63.5 bilion for 1987 is
primarily due to the 1986 tax reform. This new law lowered
marginal tax rates and repealed or limited many deduc-
tions, thereby reducing the possibility for taxpayers to
overstate these deductions.

As mentioned above, in estimating and projecting the
total corporate tax gap, for the most part one composite
VCR was used to represent the corporate sector’s compli-
ance behavior for all years. The decline in the corporate
gap from $15.0 billion for 1979 to $10.7 billion for 1982
reflects a drop in corporate tax liabilities due to the two
back-to-back recessions in 1980 and 1981 to 1982, in
addition to the tax cuts contained in the Economic Recov-
ery Tax Act of 1981. The increase in the corporate tax gap,
from an estimated $15.6 billion for 1986 to an estimated
$21.4 billion for 1987, is attributable to the new law enacted
in 1986 and to higher corporate profits, which together
increased corporation tax liabilities for 1987.

TRA had a minor impact on the rate of change in the total
tax gap from 1987 to 1988. After 1988, the increases in the
individual and corporate tax gap estimates reflect little more
than projected increases in tax (liabilities) of individuals and
corporations.
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Figure C.—Estimated Gross Tax Gaps and Voluntary Compliance Rates After Audit Examination, Selected Income Years,

1973-1992°
[All data are estimates—money amounts are in billions of dollars)
Source of gap 1973 1976 1979 1982 1985 1986 1987 1988 1992
) @ (&) (O] (5) 6) (Y] ®) 9
Total tax gap .....ccoeernme vecsirreveenes $28.4 $40.7 $61.7 $62.6 $87.8 $95.0 $84.9 $87.1 $113.7
Individuals, total.........ccccocet vveiniiiinnnns 19.7 29.6 46.8 51.9 73.3 79.3 63.5 64.3 82.6
IS .c.coveeirieieinins 17.9 26.8 42.3 46.2 65.5 71.2 56.3 56.9 72.4
Understated income ... 15.4 24.6 36.4 38.1 54.6 60.0 48.3 48.5 62.8
Overstated subtractions... 2.4 2.0 47 6.5 8.6 89 6.0 6.1 6.8
Overstated credits........ -1 -3 6 9 1.2 13 9 1.1 1.3
Math errors.......... 2 2 5 7 1.0 1.0 1.0 1.1 1.5
. Nonfilers....... . 1.8 2.8 4.5 57 7.8 8.1 7.2 7.3 10.2
COorporations?............oceeeermrereeenierens 88 . . 111 15.0 0.7 14.4 15.6 21.43 22.8 31.1
Total voluntary compliance .
rate (VCR) .....ocvmmuenn rorrevenennnee 83.7% 82.4% 81.7% 83.4% 81.6% 81.1% 83.2% 83.6% 84.2%
INAIVIAUALS ..o e 846 82.6 81.8 83.7 81.6 81.0 83.5 84.0 84.9
Corporations?...........cooenevecururerieicnnnns 81.3 81.6 81.3 81.8 81.7 81.7 82.5 82.4 82.5

' The gap and its components are measure net of overpayments.

2 Includes the tax gaps for fiduciaries reporting income of estates and trusts and for tax-exempt organizations reporting “unrelated business income,” both classified under corporations for purposes of this

analysis.

3The increase in the corporate tax gap from 1986 to 1987 is atfributable to the increase in corporate tax liabilities due to tax law changes enacted in 1986 and to the increase in corporate

profits.

Figure D. —-Estlmated Gross Tax Gaps and Voluntary Compliance Rates After All Appeals, Selected Income Years,

1973-1992"
[Ali data are estimates—money amounts are in billions of dollars]
Source of gap 1973 1976 1979 1982 1985 1986 1987 1988 1992
) . (1) @ @ ) ) ® @ ®) ©
Total tax gap ......cceeevee cemenrrsenaens $23.7 $34.2 $52.0 $53.9 $75.5 $81.1 $71.2 $72.8 $95.0
Individual ........ccoooronies i 175 26.3 41.4 46.3 64.8 701 56.1 56.8 73.1
Corporations?...........ocoeveneeeriiecinennannns 6.2 7.8 106 7.6 10.7 11.0 15.13 16.0 219
Total voluntary compliance )
rate (VCR) ....ccoeveevnn coninrnancnnes 86.0% 84.8% 84.1% 85.3% 83.8% 83.4% 85.6% 85.9% 86.6%
Individuals ......c.ccoccoorenis v 86.1 843 83.6 852 834 829 85.1 85.6 86.4
Corporations?............ciceeecimeecrneninns 85.9 86.2 © 86.0 86.3 85.8 86.4 87.0 86.9 87.1

' The gaps shown are net of overpayments.

2 |Includes the tax gaps for fiduciaries reporting income of estates and trusts and for tax-exempt organizations reporting “unrelated business income," both classified under corporations for purposes of this

analysis.

3 The increase in the corporate tax gap from 1986 to 1987 is attributable to the increase in corporate tax liabilities due to tax law changes enacted in 1986 and to the increase in corporate profits.

EFFECTS OF RECENT TAX LAWS

The widespread publicity given in recent years to prob-
lems of tax evasion culminated in a series of remedial
measures. Among these are the compliance provisions of
the Tax Equity and Fiscal Responsibility Act (TEFRA) of
1982, the Interest and Dividend Tax Compliance Act of
1983, the Deficit Reduction Act of 1984, and the TRA of
1986. These provisions taken together have enhanced IRS
capabilities to detect and correct noncompliance with
income tax laws.

As a result of the above legislation, brokers and barter
exchanges must file information returns on their customers’
stock sales, large food and beverage establishments must
allocate and report tips their employees receive equal to 8
‘percent of their sales, State and local Governments must file
information reports on the tax refunds they issue, and

. alimony payers must report the names and taxpayer iden-
tification numbers of persons receiving the alimony pay-
ments. Information reporting also expanded to include real
estate transactions, direct sales, sales of precious metals,
and deductions individuals claim for mortgage interest

payments. Receivers of charitable contributions in kind
must now report on the disposal value of contributions
initially valued at $5,000 or more. Moreover, individuals
must report the social security numbers of all their depen-
dents who are age 5 or older. ’

Although TEFRA's withholding provisions on interest and
dividends were repealed before they took effect, backup
withholding reinforced the interest and dividend information
reporting system. Greater penalties for filers of inadequate
information returns and for individuals who substantially
understate their liabilities should help to contain noncom-
pliant behavior, although it is not feasible to estimate what
impact these penalties will have on the tax gap. The main
thrust of the Tax Reform Act of 1986 was to reduce marginal
tax rates and, at the same time, broaden the tax base to
make the overall effect of reform “revenue neutral.” Be-
cause the tax value of every dollar of unreported income or
overstated deduction depends on the marginal tax rate,
however, tax reform automatically reduced the individual tax
gap. In addition, by lowering tax liabilities for individuals
and raising them for corporations, tax reform shifted some
of the gap from the household to the corporate sector.
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Figure E
Gross Tax Gap, Selected Income Years 1973-1992
Billions of dollars

-
—
Total //\o—-o//
’0/

—<
s Individuals

3
I'TTTTH

|
\

[ ]
- - \'\ /‘/\Corporations
10 " .
95—
{1 | | ] 11 qﬂl L1 lwl,
1973 1976 1979 1982 1985 1988 1992

income Year

IRS gross tax gap estimates do not reflect those effects,
mostly behavioral ones, of the law which are difficult to
quantify. For example, it is possible that compliance may
improve in response to the towered individual and corpo-
rate marginal tax rates. On the other hand, the extensive
changes in the law may cause some initial confusion, which
could cause compliance to deteriorate temporarily. Another
unquantifiable factor is the extent to which some of the tax
gap may shift from the corporate to the household sector as
small corporations reorganize as proprietorships and part-
nerships. Such a shift may be expected because TRA
fowered most individual marginal tax rates to less than 34
percent, the new maximum rate for corporations. Before
TRA, high income individuals were taxed at 50 percent on
their marginal income, which was higher than the maximum
corporate tax rate of 46 percent.

SUMMARY

The experience of the past 15 years demonstrates that
the individual voluntary compliance rate (VCR) decreased
from 1973 to 1979 and increased from 1979 to 1982. The
tax gap responds both to business conditions and to
changes in individuals' propensity to comply with tax law.
The effect of business conditions is demonstrated by the
approximately 40 percent increase in the individual gap
from 1982 to 1985—a period in which the voluntary report-
ing percentage for each income and deduction item was
assumed to remain constant. From 1986 to 1987, the 20
percent drop in the individual gap and the almost 40
percent increase in the corporate gap dramatize how
changes in law can have a large impact on the tax gap.

Tax gap estimation is not a precise science. As new
information becomes available, and as new studies and
improved methods shed more light on the data, IRS
conceptions of the size, composition of, and trends in the
tax gap may change.

NOTES AND REFERENCES

[1] See also, U.S. Department of the Treasury, Internal
Revenue Service, Income Tax Compliance Research;
Gross Tax Gap Estimates and Projections for 1973-
1992, Research Division, March 1988.

[2] See McCrohan, Kevin F, and Smith, James D., “In-
formal Suppliers in the Underground Economy,” Sta-
tistics of Income Bulletin, Summer 1983, Volume 3,
Number 1, and Pearl, Robert B., and McCrohan,
Kevin F., “Estimates of Tip Income in Eating Places,”
Statistics of Income Bulletin, Winter 1983-1984, Vol-
ume 3, Number 3; also, Pearl, Robert B., “Tipping
Practices of American Households: 1984, Survey
Research Laboratory, University of lllinois, October
1985, (unpublished report written under contract to
the Internal Revenue Service) and U.S. Department of
the Treasury, Internal Revenue Service, “Restaurant
Tipping Study: Consumer Based Estimates for 1979,”
Research Division, February 1983 (unpublished).

[3] See, for example, Batt, William, “The Underground
Economy: What Is It? How Big Is It? And How Is It
Measured?,” Manhattan College Journal of Business,
Fall 1985; The Underground Economy in the United
States and Abroad, edited by Vito Tanzi, Lexington,
Massachusetts, and Toronto, Canada, Lexington
Books, D.C. Heath and Company, 1982; Feige, Edgar
L., “"How Big Is the Irregular Economy?” Challenge,
Nov/Dec 1979; and Gutmann, Peter M., “Off the
Books,” Across The Board, August 1978.

[4] For a description of the activities covered by the term
“underground economy,” see Carson, Carol S., “The
Underground Economy: An Introduction,” Survey of
Current Business, U.S. Department of Commerce,
Bureau of Ecoromic Analysis, May 1984.

[5] Actually, about $0.3 billion of the $21.4 billion ‘“cor-
porate” tax gap is due to underreported taxes on the
income of estates and trusts that fiduciary agents
report and on the “unrelated business income” that
tax-exempt organizations report, both of which were
classified as corporate taxes for purposes of this
report.

[6] The netincome of a qualified S Corporation (defined in
section 1371 of the Internal Revenue Code), whether
or not distributed, is taxed through each stockholder.
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Therefore, its tax treatment is quite similar to that of
partnership income.

[7] in the Taxpayer Compliance Measurement Program
(TCMP), the Internal Revenue Service audits a repre-
sentative sample of individual income tax returns and
then “weights” the results to provide estimates of the
aggregate error that would be found for each tax

return tine item if all such returns were audited.
However, audit examiners are not as successful in
detecting income not reported (especially income
earned “off the books") as they are in uncovering
deductions or credits that are overstated. As a result,
TCMP results must be supplemented by special com-
pliance studies and surveys to measure some of the
components of the tax gap.




Partnership Returns, 1986

By Alan Zempel*

Partnership losses for 1986, $17.4 billion, were almost
double the losses experienced by partnerships in 1985
($8.9 billion) [1,2]. Among those reporting exceptionally
large losses were real estate operators and lessors of
buildings ($32.8 billion) and oil and gas extraction indus-
tries ($2.7 billion). These industries are generally associated
with tax shelter activities that provided “tax losses” benefit-
ting partners. For 1985, the oil and gas extraction industries
reported a $2.3 billion gain, but this was an exception to the
long string of losses reported over the last decade. Other
industries reporting large losses for 1986 were communi-
cations ($3.2 billion), real estate subdividers and develop-
ers ($3.0 billion) and hotels ($3.4 billion).

DATA HIGHLIGHTS

Although reported losses nearly doubled for 1986, the
number of returns filed by active partnerships—1,702,952—
was almost the same as the number for 1985 [3].

Figure A shows, by industrial division, a comparison of
the number of partnerships and the net income (less deficit)
for 1985 and 1986. Partnerships operating in the finance,
insurance, and real estate industry continued to dwarf those
for all other industrial groups. This division accounted for
more than 852,000 partnerships, half of all partnerships.
Within this division, operators and lessors of buildings
accounted for more than 602,000 partnership returns,
which was more than a third of all such returns.

The net income (less deficit) in finance, insurance and
real estate once again dominated the statistics for 1986.
The net loss in this division approached $33 billion, up from

a loss of $26 billion in 1985. Partnerships in the services
division, in contrast, reported more than $18.5 billion in net
income (less deficit), the largest amount of profit reported
for any industrial division. Within this division, the largest
profits were reported by partnerships operating as legal
services ($11.9 billion). Other service industries showing
significant amounts of net income were medical and health
services ($4.5 billion) and accounting, auditing, and book-
keeping services ($3 billion).

Partnerships in mining reported an overall ioss in 1986 of
$3.5 billion. Almost $2.7 billion of this loss was in oil and gas
extraction. This industry’s long string of losses was broken
only by a $2.3 billion gain in 1985 [4].

Figure B shows partnership income and loss, separately,
by industrial division for 1986. The finance, insurance, and
real estate division shows the largest amount of net income
($32 billion): the services division is a close second ($29
billion). Together, these divisions accounted for aimost 77
percent of net income of all partnerships.

The overall net loss of partnerships is dominated by the
finance, insurance, and real estate industrial division. The
net loss of this division ($65 billion) accounted for more than
67 percent of total partnership losses ($97.5 billion). Within
this division, losses incurred by operators and lessors of
buildings exceeded $50.6 billion, which was more than 60
percent of all partnership losses. Only about 39 percent of
the returns in this industry had positive netincome, amount-
ing to $17.8 billion.

The services division shows a loss of $10 billion, which is
the second largest among the industrial divisions. However,

Figure A.—Number of Partnerships and Net Income Less Deficit, by Industrial Division, Income Years 1985 and 1986
[All figures are estimates based on samples—money amounts are in thousands of dollars)

Number of partnerships Net income (less deficit)
tndustrial division Change
1985 1986 1985 1988 Change
Number Percentage
1) @ ()] @ &) ® Y}
AlLindustries” ..........occocevirnreviieirennn. 1,713,603 1,702,952 —-10,651 -0.6% $-8,883,674 $-17,370,860 $-8,487,186
Agriculture, forestry, and fishing ........... 135,909 147,532 11,623 7.6 -1,049,434 —938,402 111,032
MINING.c.eeeit et 62,363 53,142 9,921 159 1,481,701 -3,458,320 —4,940,021
Oil and gas extraction ... . 55,816 48,821 -6,995 -125 2,272,783 -2,657,208 -4,929,991
Construction ............... 56,665 61,425 4,760 8.4 2,207,401 2,497,759 290,384
Manufacturing................... 29,980 27,507 -2473 -82 —-1,085,187 —~ 457,841 627,346
Transportation and public 24,970 21,059 -3,911 -15.7 -3,066,313 -3,029,423 36,890
Wholesale and retail trade 200,532 174,118 -26,414 -13.1 1,976,685 2,271,556 294,871
Finance, insurance, and real estate .... 843,867 852,705 8,838 1.0 - 25,928,669 -32,979,553 7,050,884
Real estate ..........occcoeevrievcenircnen, 694,027 713,383 19,356 2.8 -29,758,568 ' ~36,616,870 -6,585,302
SEIVICES ..ot e 341,295 325,134 - 16,161 -47 16,541,329 18,563,621 2,022,292

7 Includes “Nature of business not allocabie” which is not shown separately.

* Corporation Special Projects Section.
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Finance,
Insurance,
and Real Estate
$32,477,170

Services
$29,021,480

Finance, Insurance, Services
and Real Estate $10,457,860
$65,456,720
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this loss was more than offset by the $29 billion in net
income, which resulted in a net income (less deficit) of
almost $18.5 billion.

Effect of Tax Shelters on Partnership Data

Although the Tax Reform Act of 1986 will have a profound
impact on the activities of partnerships established for tax
shelter purposes, the data presented in this article are for a
year prior to the enactment of this major piece of legislation.

Tax shelters provide investors with a means of realizing an
economic profit, while minimizing the taxable income they
must report on their tax returns [5]. Partnerships were an
effective vehicle for accomplishing these goals, because
partners’ investment resources can be pooled for a partic-
ular activity, and business income (or losses) can be
passed through to the partners. Partnership income is not
taxed directly [6].

Tax shelters create a mismatching of income and deduc-
tions to create tax losses and, at least in the past, converted
ordinary income (which is fully taxed) into tax-favored
capital gains income [7]. For example, oil and gas partner-
ships initially produced deductions (and resulting losses)
mainly through the expensing of dry hole and intangible
drilling costs; only later (if at all) did the oil or gas production
result in income. In addition, once wells became produc-
tive, they were often sold by the partnership, and the
resulting profit received favorable long-term capital gains
treatment.

Two of the most common means by which a tax shelter
partnership generated deductions (and thereby losses)
were through borrowing, which created a deduction for
interest paid, and through acquiring property, for which a
deduction for accelerated depreciation could be taken.
Because real estate is usually acquired by means of a
mortgage and buildings are entitled to accelerated depre-
ciation deductions, this industry was well-suited to generat-
ing these deductions. There was a further tax advantage
when property was held for six months or more, because
any gain on the sale of that property was a long-term capital
gain which was effectively taxed at lower rates.

Exemption of real estate from the “at risk” rules made this
industry particularly attractive since the partner could be
entitled to deduct losses far in excess of actual investment
in the activity [8]. In fact, losses deducted for the first year of
operation could be 10 (or more) times the size of investment
required to become a partner. But a high ratio of losses
deducted to investment could subject the activity to scrutiny
by the Internal Revenue Service to determine whether it was
“economically viable.” If it was not, the losses were disal-
lowed.

Figure C shows the impact of limited partnerships on the
overall data for income years 1982 through 1986. Limited
partnerships are those in which the liability of some of the
partners is limited to the amount of their investment; general
partners are liable for all of the obligations of the partner-
ship. Although there is no limit on the number of limited
partners, a partnership must have at least one general
partner. Whereas partnership losses had consistently been
in the range of $3 billion to $8 billion during the period, the
distribution between limited and general partnerships
shows significantly different circumstances.

Figure C.—Net Income (Less Deflclt) By Type of
Partnership, Income Years 1982-1986

[All figures are estimates based on samples — money amounts are in billions of dollars]

Income Limited General
year Total partnerships partnerships
(1) @ ]
$ -73 $-175 $10.2
~-2.6 -18.7 16.1
-35 -22.6 19.1
-8.9 -26.9 18.0
-17.4 -35.5 18.1

NOTE: Detail may not add to totals because of rounding.

For limited partnerships, losses exceeded $17 billion for
each year starting with 1982, while for general partner-
ships, the amount of income was at least $10 billion each
year. Losses for limited partnerships for 1986 exceeded $35
billion. In contrast income for general partnerships was
slightly more than $18 billion. Because the limited partner-
ship form of organization was the most attractive to a
potential tax shelter investor, the overall magnitude of the
losses attributable to limited partnerships may have been
indicative of tax shelter losses.

Net income (less deficit) for limited partnerships is shown
by industrial division for 1986 in Figure D. Although only
about16percentofallpartnershipswerelimitedpartnerships—
even in finance, insurance, and real estate, only slightly

Figure D.—Number of Returns and Net Income (Less
Deficit) by Type of Partnership and Industrial Division,
Income Year 1986

[All figures are estimates based on samples—money amounts are in millions of dollars]

Limited General
partnerships partnerships
Industrial division
Number of Net income Number of Net income
returns (less deficit) returns (less deficit)
m 2 @ ]
All industries............... 273,076 |$-35,517.1| 1,429,876 $18,146.2
Agriculture, forestry, and
fishing 9,082 -837.9 138,450 -100.5
Mining .......... 19,031 -492.5 34,111 -2,965.9
Construction. 1,671 1111 59,754 2,386.7
Manufacturing 1,602 -273.7 25,905 -184.1
Transportation and publlc
utilities ..........c.ccorveeeveeenn 2,533 -1,4153 18,526 -1,614.1
Wholesale and retail trade. 9,741 89.9 164,377 2,181.7
Finance, insurance, and
real estate 199,512 | -29,474.6 653,193 -3,505.0
Services 29,119 -3,171.3 296,015 21,734.9

Note: Detail may not add to totals because of rounding and exclusion from detail of returns with
nature of business not allocable.
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more than 11 percent were limited partnerships—these
partnerships accounted for virtually all partnership losses.
Within this industrial division, one industry group, real
estate, accounted for $29.8 billion in partnership losses.
Operators and lessors of buildings within the real estate
industry showed a $26.7 billion loss.

The impact of real estate tax shelters in producing losses
is thus evident in the statistics. For 1986, all partnerships in
the real estate industry produced an overall net loss of
$36.6 billion. Of this, $32.8 billion was reported by partner-
ships that were operators or lessors of buildings. Over 61
percent of the partnerships in this industry reported a loss,
whereas only 50 percent of the partnerships outside the
real estate industry realized overall losses.

SUMMARY

As was the case for 1982 through 1985, partnerships
reported an overall net loss for 1986. Losses climbed to
$17.4 billion for 1986, up from $8.9 billion for 1985. The
dominant industry in the statistics, operators and lessors of
buildings, accounted for almost 35 percent of the total
number of partnerships and almost 50 percent of the assets
reported by all partnerships.

DATA SOURCES AND LIMITATIONS

Sample Selection

Tax Year 1986 statistics were estimated from a probability
sample stratified by combinations of receipts, total assets,
net income (or deficit) and industry. Almost 27,000 returns
were selected from a total population of about 1.7 million
returns filed during Calendar Year 1987. All partnerships
engaging in business or having income from sources within
the United States were required to file Form 1065, Partner-
ship Return of Income, to report the income or loss,
deductions, credits, and other tax-related items generated
by the partnership. Sampling rates ranged from 0.1 percent
" to 100 percent.

Data Limitations

Because the data presented in this article are based on a
sample of returns, they are subject to sampling error. To
ensure proper use of the estimates, the magnitude of the
sampling error should be known.

Figure E presents approximate coefficients of variation
(CV’s) for frequency estimates. The approximate CV's
shown here are intended only as a general indication of
data reliability and are not applicable to money amounts.
For numbers of partnerships other than those shown, the
corresponding CV’s can be estimated by interpolation.

Figure E.—Coefficient of Variation for Frequency
Estimates, Income Year 1986

. Approximate
Estimated L

number of returns &osgg‘ei::‘

1,760,000 .025

440,000 0.05
110,000 .. 0.10
28,000 .. 0.20
18,000 .. 0.25
9,000 .. 0.35
4,400 0.50

The reliability of estimates based on samples and the use of
CV'’s for evaluating the precision of sample estimates are
discussed in the general Appendix to this publication.

Data reported for deductions in Table 1 are understated
in both the farming industry and for operators and lessors of
buildings in the real estate industries. This understatement
results from the requirement to report only the net farm
profit or loss and net rental income or loss in the income
statement shown on the partnership (Form 1065) return.
Details for the specific deductions applicable to these two
activities are reported on supplemental schedules that were
not used for this study. To the extent that amounts are
shown for the detailed deduction items for these two
industries in Table 1, they are from business activities other
than the primary business activity of farming and real
estate.
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ship Taxation, McGraw-Hill Book Company, New York,
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Table 1.—Total Assets and Income Statement for Selected Industries
[All figures are estimates based on samples—money amounts are in-thousands of dollars]

Agriculture, forestry, and fishing

tem. ind:sltlries e
. Total ! Vegetable Fruit and Beef canle | D¢ cattle. Hogs, Dai
Total Field crop a:z? melon tree nut feedlots (2:?17;‘5 a:g(;?:ls farmri
() (2} (3} (4) 5) (6) 7) 8) ) (10
Partnerships With and
Without Net Income

Number of partnerships ...................... 1,702,952 147,532 119,217 49,793 3,703 12,872 1,901 17,352 4,636 16,758
Numberofpartners ......................... 15,228,530 642,342 480,857 152,079 11,148 137,157 4,974 68,979 13,101 40,214
Total assets ....... 1,403,750,213 24,748,562 20,093,668 6,578,623 643,104 4,363,761 239,906 3,471,957 372,685 1,858,256
Total receipts 397,302,544 8,886,669 5,545,608 2,206,605 323,346 528,907 248,062 558,445 112,830 753,674
Business receipts ............. . 327,428,647 6,084,975 2,968,651 999,188 118,036 245,629 240,631 388,658 37.946 313173
income from other partnerships and fiduciaries . . . . 4,716,373 32,144 31,970 1,941 14,804 7,298 — 7,868 - —
Nonqualifying dividends and interest received . . . .. 21,715,994 325,308 247,853 73912 2,185 71,514 498 44,780 3,852 20,065
Rents received . 23,096,566 242,851 216,604 174,280 2.359 12,841 6 7,107 8,650 6,932
Royalties . . .............. .. . ... .. ... 1,278,856 75,725 73,889 68,650 1,341 37 40 3.236 — —
Farmnetprofit ........ ... ... ... ... ... 1,743,021 1,703,829 1,671,765 741,966 176,557 161,574 5,024 78,725 46.218 377,870
Net gain, noncapital assets . 3.333.255 211,466 189,993 68,272 4,074 605 98 24,973 7.565 32,554
Other receipts . . . . . 13,989,833 210,371 144,882 78,397 3.990 29,410 1,766 3,099 8,699 3,079
Total deductions ............ . 414,673,405 9,825,072 6,184,738 1,644,003 188,342 759,309 265,310 1,243,024 422,950 503,131
Cost of sales and operations . ................. 164,167,707 3,382,137 1,899,905 611,350 76,940 146,125 203,524 264,566 32,184 221,414
Inventory, beginningof year ................. 24,831,895 485,474 370,097 229,933 9,884 29,832 34,308 28,451 1,518 13,336
Purchases . 100.010,383 2,013222 1,266,769 361,397 29.827 38,895 193,873 188,656 29,309 213,700
Costoffabor - ...................... ... 9,789,253 275,059 100,629 61,533 6,323 16,723 2,483 1,077 — 823
Othercosts .........o. it 57,000,018 1,091,186 554,682 186,551 43,163 111,437 7,134 63,651 1,427 9,925
Less: Inventory, end of year . 27,463,816 482,804 392,273 228,064 12,257 50,762 34,275 17,270 70 16,369
Salaries and wages . .. . 36,304,654 391,300 168,492 69,125 4,972 30,072 3,795 3,847 — 11,548
Less: Jobscredit . . .......... . 41,169 4 4 2 2 — — — — —
Guaranteed payments to partners . ............. 7,237,781 302,101 261,243 97,082 1,170 19,479 166 38,739 4,907 89,049
Rentpaid ................................. 9,479,021 100,428 47,937 20,752 858 1,895 1,042 2,680 — 10.265
Interest paid 29,452,297 291,391 134,244 48,200 6,502 19,444 4,658 21,329 145 5,633
Taxes paid 7,866,233 102,789 51,705 29177 1,381 6172 491 880 329 4,400
Baddebts................ .. ... .. ... 1,085,091 « 16,176 10,886 8,116 32 323 24 — — 188
Repairs . .................... 2,538,640 143,419 57.729 40,041 2,201 2718 1,125 273 1,040 4,397
Depreciation 1 NS 25,446,371 619,227 251,374 58,397 22,044 17,424 1,807 5,854 2,222 18,183
De;{)leﬂon ................................. 311,118 48,044 — - - — — — - —

Pe?sion, profit sharing, annuity and bond purchase
plans . ... 851,939 6,232 2,752 1,713 28 48 75 — - —
Erﬁployee benefit plans . 1,187,781 10,166 6,763 3,978 64 245 76 64 799 1,007
Net loss from other parinerships and fiduciaries . . . . 15,076,648 242,794 223,720 4,755 61 2414 — 213,599 — 262
Rentnetloss . ............ ... .. ... ... ... 38,862,999 73,209 63,065 6,919 16 12,387 — 350 - 583
Royalty netloss .. 37,477 11,023 11,023 11,023 - — — - — —
Farm netloss .. ... P 2,607,243 2,448,790 2,143,012 465,786 24,248 431,505 34,028 498,833 379,107 107,475
Net loss, noncapital assets . . 530,744 116,453 112,971 9,929 — 116 2 79,370 3 4,023
Otherdeductions ........................... 71,670,832 1,619,393 737,921 156,661 47,828 68,944 14,498 112,639 . 2,215 24,702
Net income (less deficit) ..................... —-17,370,860 -938,402 -639,130 562,602 135,004 —230,403 -17,248 -684,578 -310,019 250,542
. Netincome . 80,214,873 2,745,737 2,288,143 1,092,203 207,334 240,243 16,975 109,364 62,809 379,989
Deficit .............. ... 97,585,733 3,684,139 2927274 529,601 72,330 470,646 34,223 793,942 372,828 129,447

Partnerships With Net Income

Number of partnerships ..... 850,884 77,733 63,324 33,796 2,086 3,530 877 6,584 2,036 9,977
Number of partners .... . 7,640,660 278,580 245,267 109,879 5,748 63,173 1,893 24,793 4,326 22,666
Totalassets ................oiiiiiiiiiiia, 562,371,275 9,443,937 8,081,416 3,620,623 316,026 1,785,089 139,300 570,879 59,516 746,992
Totalreceipts ...........oiieiiiiiiiniannnan 286,653,137 6,685,712 4,439,476 1,794,041 282,386 385,122 200,702 402,024 99,522 661,863
Business receipts 232,562,285 4,314,307 2,201,713 676,500 88,710 136,309 194,566 289,742 36,001 278,335
Income from other partnerships and fiduciaries . . 4,457,848 25,547 25417 1,860 9,415 6,984 — 7.158 — —
Nonqualifying dividends and interest received . 15,851,020 186,857 155,428 61,944 1,181 54,499 407 16,471 2,947 14,820
Rentsreceived .......................... ... 17,931,034 186,711 182,429 153,309 82 6,950 6 5919 8,650 6,723
Royalties . .. ... 1,149,958 65.440 63,604 63,527 — 37 40 — — —
Farm net profit . 1,680,047 1,642,946 1,610,882 722,573 176,557 157,403 5,024 78,725 42,546 347,043
Net gain, noncapital assets .. . ................. 2,413,568 107,439 93,069 58,0058 3,455 582 16 3,303 679 12,703
Otherreceipts . . ............................ 10,607,378 156,465 106,935 56,324 2,986 22,359 643 706 8,699 2,238
Total deductions ......... 206,438,265 3,939,975 2,151,332 701,838 75,052 144,879 183,727 292,660 36,714 281,874
Cost of sales and operations . . 106,133,685 2,243,678 1,399,893 404,487 65,574 75,166 161,232 187,108 30,680 208,364
Inventory, beginning of year . . 13,557,142 253,683 194,524 130,256 9,884 12,653 18,769 3,710 14 11,290
PUIChASES ... ...ttt 67,343,008 1,398,959 970,087 251,541 29,827 26,275 149,104 132,606 29,258 199,342
Costoflabor .......... ... .. ... 6,435,178 119,012 61,004 44,434 5,347 2,909 2,483 1.042 — 823
Other costs 33,902,296 698,566 353,555 84,307 32,773 48,788 7134 55,350 1.427 9,925
Less: Inventory, endofyear .......... ... ... 15,103,928 226,542 179,276 106,051 12,257 15,460 16,258 5,601 19 13,015
Salariesand wages . ................ ... ... 26,942,308 256,133 97,315 36,340 2,028 17,686 3,244 1,156 — 9,077
Less: Jobscredit............ 28,332 2 2 — 2 — — — — —
Guaranteed payments to partners . . 4,348,599 118,830 86,606 50,931 92 241 — 9,290 — 20,493
Rentpaid ................. . 6,390,866 50,624 20,765 6,960 118 154 561 203 — 9,198
Interestpaid ........ ... ... ... ... . 9,039,441 80,756 48,835 18,700 616 4,412 3,469 11,864 145 3,984
Taxespaid ................... . s 4,446,265 56,056 32,074 21,213 493 3,252 408 98 1M 2,271
Bad debts . . . . . 379,650 5979 1,948 1,414 32 14 24 —_ — 188
Repairs ................. . ..o 1,333,898 109,390 41,651 32,425 89 789 935 254 1,040 3,296
Depreciation? . ............. ... . ... 7772914 180,195 66.604 40,997 ° 319 2,231 1,594 1,027 2,222 7690
Depletion .............. .. ... ... ..., 252,907 1,135 — — - — — — - -

Pension, profit sharing, annuity and bond purchase
PlANS ... 781,384 4,203 1077 39 28 48 75 — - -
Employee benefit plans 819,062 5111 2,691 155 36 110 76 - 799 986
Net loss from other partnerships and fiduciaries . . . . 489,510 4,966 4,384 1,294 61 2414 — 26 — —
Rent net loss . 767,099 2,471 894 - 16 500 — 350 - 28
Royalty netloss ............................ 239 47 47 47 — - — — - -
Farmnetloss ............ ... 42,015 18,544 17,255 7,708 — 7,736 — 1811 — —
Net loss, noncapital assets . . . . 50,226 2,198 983 29 — — — 105 - —
Other deductions 36,476,529 789,661 328,312 79,099 5,553 27,957 12,109 79,367 1727 16,297
Netincome ............ccceinnvunann P 80,214,873 2,745,737 2,288,143 1,092,203 207,334 240,243 16,975 109,364 62,809 379,989

Footnotes at end of table.
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Table 1.—Total Assets and Income Statement for Selected Industries—Continued
[All figures are estimates based on sampies—money amounts are in thousands of dollars)
Ag , forestry, and fishing: Mining Construction
i Special trade
Farms—continued Agri :oen(ractors
Item cultural Oil and
IS’::;’;'( services, Total gas rg:::; Total c;f:;r::rs
Poultry : " Other forestry, extraction ¢
and eggs including farms and fishing Total
animal
specialty
(1) {12) (13) (14) (15) (16} (17) (18) (19) (20)
Partnerships With and
Without Net Income
Number of partnerships ...................... 792 6,223 5,187 28,315 53,142 48,821 4,321 61,425 24,610 36,815
Number of partners .. 1,756 19,599 31,848 161,485 2,350,587 2,270,092 80,495 137,404 58,455 78,949
Totalassets .............. 469,835 1,721,160 374,381 4,654,894 66,968,783 55,987,206 10,981,577 16,555,693 14,099,894 2,455,799
Totalreceipts ............ 268,706 361,060 183,872 3,341,062 17,831,325 13,725,131 4,106,194 27,620,392 18,672,852 8,947,540
Business receipts 228,302 252,292 144,796 3,116,324 14,749,011 10,994,552 3,754,459 26,822,853 17,954,696 8,868,157
Income from other partnerships and fiduciaries . . . . — 60 — 174 766,874 765,138 1,736 235,138 234,665 473
Nonqualifying dividends and interest received . . 1,286 20,420 9,341 77,455 354,307 333,748 20,559 190,132 167,959 22,173
Rentsreceived ............................. 414 2,093 1,922 26,247 47,293 44611 2,681 88,828 67,891 20,937
Royalties . ............ ..., — 586 — 1,836 878,543 855,064 23,479 873 835 38
Farm net profit 38,539 20,805 24,489 32,064 944 944 — 38 38 —
Net gain, noncapital assets 31 51,677 145 21,473 186,500 176,201 10.299 46,933 31,450 15,483
Ctherreceipts . . ............... 135 13.128 3,179 65,489 847,854 554,874 292,980 235,598 215,318 20,280
Total deductions 226,825 683,284 248,560 3,640,334 21,289,645 16,382,339 4,907,307 25,122,633 17,249,361 7,873,272
Cost of sales and operations . . 139,123 144,989 59,691 1,482,232 5,249,671 2,514,308 2,735,362 20,178,626 14,999,546 5,179,080
inventory, beginning of year . . .. . .. 3,657 16,506 2673 115377 275,719 30,754 244,965 2,888,761 2,664,080 224,681
Purchases .. .......... ... ... ... ... .. ... 41,642 141,677 27.793 746,453 1,023,853 662,251 361,602 6,015,268 3,397,730 2,617,538
Costoflabor ............................. 1,897 875 8,896 174,430 431,012 75,205 355,807 3,031,635 2,089,779 941,856
Other costs . . . 95,161 14,666 21,569 536,504 3,744,205 1,787,647 1,956,557 12,004,614 10,410,793 1,593,821
Less: Inventory, end of year . .. 3,233 28,734 1,239 90,531 225,118 41,550 183,568 3,761,657 3,562,838 198,819
Salaries and wages 5,539 20,723 18,870 222,809 414,881 358,524 56,357 1,146,488 414,385 732,103
Less: Jobs credit - — — — 189 — 189 8 8 —
Guaranteed payments to partners .. .......... .. 3,248 7.281 120 40,859 71272 50,920 20,352 424,474 229,757 194,717
Rent paid 2,650 633 7.161 52,491 164,922 133,953 30,969 184,637 99,170 85,467
Interest paid 1.352 9,778 17,203 157,147 1,021,894 825,053 196,841 327,225 218,977 108,248
Taxes paid .. ... 659 3,706 4,509 51,085 608,178 471,283 136,895 238,718 89,233 149,485
Bad debts . . 504 40 658 5,290 61,221 56,692 4,529 18,445 8,091 10,354
Repairs 1,811 3,834 291 85,690 68,654 43,725 24,929 99,396 34,292 65,103
Depreciation 1 . . . 3,393 75,562 46,489 367,853 4,484,338 3,923,198 561,140 394,051 148,772 245,279
Depletion .......... ... . ... - — — 48,044 248,511 83,663 164,848 1,876 1,692 184
Pension, profit sharing, annuity and bond purchase
plans ... ... 147 740 - 3,480 47,689 39,848 7,841 11,705 7.431 4274
Employee benefitplans .. ............. ... ... 183 124 223 3,403 30,264 13,986 16,278 30.082 11,992 18,090
Net loss from other partnerships and fiduciaries - 2,630 To= 19,074 490,952 480,422 10,530 34,315 30,037 4,278
Rentnetloss....................ooii... — 42,811 — 10,144 8,053 7,643 410 96,718 96,161 558
Royalty net loss . — — — — 13 13 — 167 — 167
Farmnnetloss .......... . 14,172 175,904 11,954 305,777 47978 47,306 871 1.646 1,646 —
Net loss, noncapital assets .................... 2 19,526 — 3,483 10:029 7,872 2,158 19,813 10,386 9,427
Other deductions . .......................... 54,042 175,003 81,390 781,472 8,261,315 7,323,929 937,386 1,814,257 847,799 1,066,457
Net income (less deficit) . 41,882 ~322,224 -64,688 —299,272 -3,458,320 -2,657,208 -801,113 2,497,759 1,423,491 1,074,268
Netincome .................... . .. 57,270 80,968 40,989 457,593 5,214,427 4,660,460 553,967 3,205,772 1,904,335 1,301,436
Deficit ... 15,388 403,192 105,678 756,865 8,672,748 7317667 1,355,080 708,013 480,845 227,168
Partnerships With Net Income
Number of partnerships ...................... 788 1,077 2,573 14,409 22,785 21,613 1,172 41,176 11,511 29,665
Number ofpartners ......................... 1,663 4,961 6,164 33,313 1,505,782 1,477,972 27,810 89,786 28,440 61,347
Totalassets ...........covivinniininnnnnnnans 454,494 334,407 54,089 1,362,521 30,231,198 27,573,853 2,657,345 10,404,915 8,572,227 1,832,688
Total receipts . 250,378 261,908 101,530 2,246,236 13,105,713 10,081,557 3,024,156 22,836,551 15,593,234 7,243,317
Business receipts . ... ...... . 210,012 216,263 75,274 2,112,594 10,481,656 7,741,208 2,740,447 22,117,179 14,942 503 7,174676
Income from other partnerships and fiduciaries . — - - 131 692,674 692,291 383 230,568 230,125 443
Nongqualifying dividends and interest received . . . .. 1,261 1,589 308 31,430 210,687 198,063 12,623 167,392 147,885 18,507
Rentsreceived ............................. 414 331 46 4,282 25919 24,962 957 60,409 40,824 19,586
Royalties . . . — — - 1,836 839,871 825,845 14,026 864 826 38
Farmnetprofit ................... . .. .. .. ... 38,539 17,984 24,489 32,064 407 407 — 38 38 —
Net gain, noncapitalassets . . .................. 29 14,296 1 14,370 145978 141,511 4,467 35,595 24,241 11,354
Other receipts 124 11,445 1,412 49,530 708,522 457,268 251,254 224,507 206,793 17,714
Total deductions . e 193,109 180,940 60,540 1,788,643 7,891,286 5,421,097 2,470,189 19,630,779 13,688,898 5,941,881
Cost of sales and operations . . . . . e 126,548 119,278 21,456 843,785 3,283,128 1,579,767 1,703,361 16,367,972 12,438,146 3,929,825
Inventory, beginning ofyear . ................ 1,720 6,227 — 59,160 77.848 8,752 69,095 2,014,685 1,858,316 156,369
Purchases .. ............................. 33,374 111,124 7,635 428,872 828,071 553,280 274,791 4,819,439 2,686,598 2,132,842
Cost of labor . 787 875 2,306 58,008 189,714 41,760 147,954 2,422,221 1,848,066 574,155
Other costs 92,191 10,143 11,515 345,011 2,244,724 987,912 1,256,812 10,027,082 8,866,358 1,160,724
Less: Inventory, end of year 1,524 9,090 — 47,266 57,229 11,938 45,291 2,915,458 2,821,192 94,266
Salaries and wages 4,677 17,059 6,047 158,818 134,867 92,689 42,178 852,144 291,342 560,802
Less: Jobs credit — — — — 108 — 108 3 3 —
Guaranteed payments to partners . R 3,248 21 120 32,224 40,635 29,883 10,752 213,062 74172 138,890
Rentpaid .............. ... ... ... .. 450 541 2,580 29,859 31,387 26,750 4,637 137,575 76,897 60,678
Interest paid 840 3,697 1,107 41,822 272,510 243,799 28,711 181,401 114,471 66,930
Taxes paid ... .. . 648 1,975 1,615 23,981 268,271 197,872 70,400 183,152 59,830 123,323
Baddebts............... - 16 260 4,031 6,387 2,158 4,229 10,478 3,442 7.036
Repairs 1,710 845 268 67,739 23,252 18,772 6,480 73,969 26,203 47,766
Depreciation 1 3,241 5,162 2,121 113,591 1,058,140 932,901 125,239 269,666 87,511 182,156
Depletion ...................... ... — — -_ 1,135 242,414 83,663 158,751 1,876 1,692 184
Pension, profit sharing, annuity and bond purchase
plans ... .. 147 740 - 3,126 44,305 38,305 6,001 8,622 4,562 4,061
Employee benefit plans .. 183 124 223 2,420 12,311 7,545 4,766 17,270 4,634 12,637
Net loss from other partnerships and fiduciaries . . . . — 589 — 582 27,853 20,116 7,737 1,456 1,433 23
Rentnetloss . . . . — — — 1.577 417 416 1 5,307 4,958 349
Royalty net loss . . . .. — — — — 3 3 — - — -
Farmnetloss .............................. - — — 1,289 8,826 8,826 -~ - — -
Net loss, noncapital assets . ................... 2 848 — 1,215 3,891 3,77 120 10.255 976 9,278
Other deductions 51,415 30,044 24,744 461,350 2,432,797 2,135,863 296,934 1,296,576 498,632 797,944
Net income .... 57,270 80,968 40,989 457,593 5,214,427 4,660,460 553,967 3,205,772 1,904,335 1,301,436

Footnotes at end of table.
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Table 1.—Total Assets and Income Statement for Selected Industries—Continued
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[All figures are estimates based on samples—money amounts are in thousands of dollars]

Construction—continued Manufacturing
Special trade contractors—continued
. Lumber Printing, " Other
Item Plumbing, Painting, Masonry, Contractors, and wood publisnigg, Machinery, mane
heating, papgr s_lonewgrk, not Total products, and allied excgpl facturing
h hanging tile setting except . ) electrical . N
an_q air and and elsewflgve furniture industries industries
conditioning decorating plastering classified
{21) (22) (23) (24) (25) {26) (27) (28} (29)
Partnerships With and
Without Net Incomer .
Number of partnerships . ..................... 7.537 5,274 1,488 22,516 27,507 1,895 5,505 96 20,011
Number of partners ... 14,153 10,051 3,327 51,418 107,726 11,745 26,038 663 69,280
Totalassets ............. 158,534 144,416 93,393 2,059,456 25,299,208 4,012,834 1,897,615 980,311 18,408,448
Total receipts ........... 1,649,797 764,431 657,463 5,875,848 22,729,009 2,442,875 2,784,363 659,497 16,842,275
Business receipts . 1,642,217 763,837 654,480 5,807,623 22,226,737 2,398,004 2,701,382 653,467 16,473,884
Income from other partnerships and fiduciaries . . . . 27 — — 446 15,271 1,048 4 — 14,219
Nonqualifying dividends and interest received . 3,208 363 1,385 17,217 123,582 23,542 18,575 2,735 78,730
Rentsreceived ........ ... ... ... ... ... 248 — 1,067 19,622 32,368 3,465 4,554 18 24,330
Royalties . ......... ... ... ... ... — — -— 38 30,301 214 1510 211 28,365
Farm net profit ......... — — _ — 473 49 — — 424
Net gain, noncapital assets . 3.438 7 — 12,038 36,250 4,323 1,587 533 29,807
Other receipts ... ....... 661 225 531 18,864 264,027 12,230 56,750 2,532 192,515
Total deductions 1,420,967 502,362 . 588,270 5,361,673 23,186,849 2,533,724 2,662,950 745,928 17,244,246
Cost of sales and operations . ................. 963,119 193,858 369,107 3,652,995 15,869,450 1,895,293 1,225,186 | 477,779 12,371,192
Inventory, beginning of year . .. . . 50,540 608 8,282 165,252 2,552,226 169,428 103,775 142,174 2,136,850
Purchases ........... ... ... ... ... ..., 665,950 126,146 132,675 1,692,768 9,220,375 659,231 528,811 250,776 7,781,557
Cost of fabor 120,351 36,677 89,056 695,773 1,888,162 356,851 184,615 60,316 1,286,380
. Other costs . 152,137 31.311 148,209 1,262,164 5,044,876 905,708 519,152 131,709 3,488,307
Less: Inventory, end of year ... 25,859 884 9,114 162,962 2,736,191 195,925 111,167 107,196 2,321,903
Salaries and wages 166,224 108,932 55,838 401,108 1,402,787 75,772 370,946 35,209 920,861
Less: Jobs credit — - — — 341 115 52 — 174
Guaranteed payments to partners .. ............ 8,037 6,425 31,390 148,866 164,621 28,767 19,737 225 115,892
Rent paid . . 31,486 5,036 4,274 44 671 288,946 11,821 82,248 2,838 191,939
Interestpaid .............. ... ... ... ....... 9,456 5,351 5,170 88,271 682,297 119,073 64,235 43,120 455,869
Taxespaid ...... ... . ... ... ..o .. 31,751 12,571 8,311 96,851 210,621 30,928 41,792 5,053 132,847
Bad debts . . .. 442 — 708 9,204 36,538 1,091 14,403 778 20,266
Repairs 7,093 3,704° 8,509 45,797 189,556 24824 15775 3,541 145417
Depreciation ? . . . . . e 25,983 18,238 12,406 188,653 1,179,296 108,885 82,540 64,245 923,626
Depletion ....... ... ... ... . ... ... — — 155 29 3,592 153 — - 3439
Pension, profit sharing, annuity and bond purchase
plans .. ... — — 1,914 2,360 64,696 1,485 12,144 1,547 49,520
Employee benefitplans ............. e 2,345 3.221 2,293 10,231 97,461 14,948 25,238 4,779 52,496
Net loss from other partnerships and fiduciaries . . . . — - 4,200 78 54,738 40,034 2,718 — 11,986
Rentnetloss. .............................. 173 219. a1 124 35,476 83 8 16,062 19,323
Royalty net loss . . .. ) 167 — - — 300 — — — 300
Farmnnetloss .......... — - — — 4,357 24 — — 4,333
Net loss, noncapital assets — — — 9,427 30,717 5,167 16,438 — 9,112
Other deductions . ................... 174,691 144,807 83,954 663,006 2,771,742 175,391 689,594 90,752 1,816,005
Net income (less deficit) . 228,830 262,069 69,193 514,175 —457,841 -90,849 121,412 -86,432 -401,972
Netincome . ........... e 262,210 271,027 76,396 691,803 1,512,183 106,659 342,683 25,593 1,037,247
Deficit ............ . ... .. it 33,380 8,958 7,203 177,628 1,970,023 197,509 221,271 112,026 1,439,218
Par ps With Net )
Number of partnerships ...................... 5,851 5,166 1,251 17,397 16,848 1,369 2,922 83 12,494
Numberofpartners ..................c.000en 10,271 9,825 2,798 38,453 56,635 4,115 6,383 168 45,969
Totalassets ........... 123,321 133,335 85,589 1,490,444 9,299,641 940,112 923,328 108,028 7,328,172
Total receipts .. 1,385,327 717,516 467,507 4,672,968 14,330,340 1,537,886 2,014,770 308,580 10,469,105
Businessreceipts . .............. .. 1,380,737 716,923 464,915 4,612,101 14,020,254 1,625,752 1,988,808 305,329 10,200,365
Income from other partnerships and fiduciaries . . . . 27 — — a7 11,883 1,029 - — 10,854
Nonqualifying dividends and interest received . . . .. 3,176 361 1,267 14,703 68,597 6,608 13,001 1,092 47,896
Rents received . 237 — 1,067 - 18,282 23,796 1,337 3,368 - 19,082
Royatties . ... .. .. — — — 38 27,538 214 84 211 27,028
Farmnetprofit ... . ... ... . ... . ... .. — — — - 473 49 — — 424
Net gain, noncapitalassets .. . ................. 490 7 — 10,857 28,401 464 522 350 27,065
Other receipts .. 661 225 258 16,570 149,398 2,434 8,987 1,596 136,381
Totaldeductions ............c.ccvvviinnnnnnnn 1,123,117 446,489 391,110 3,981,165 12,818,158 1,431,227 1,672,087 282,986 9,431,858
Cost of sales and operations .................. 783,225 165,519 242,279 2,738,802 9,215,637 1,192,198 865,836 240,238 6,917,365
Inventory, beginning ofyear ........... ... ... 49,666 184 8,282 98,237 1,481,881 112,215 71,652 75,385 1,222,629
Purchases . .. 531,131 113,629 116,472 1,371,609 5,365,687 409,247 439,133 105,922 4,411,385
Cost of labor . .. 108,012 25,831 28,541 411,77 1,219,330 231,981 165,861 30,538 790,949
Othercosts .............................. 118,750 26,531 98,099 917,344 2,690,218 557,847 265,620 57,340 1,809,412
Less: Inventory, endofyear ................. 24,336 657 9,114 60,159 1,541,481 119,093 76,430 28,948 1,317,010
Salaries and wages 117,120 95,136 55,448 293,097 969,791 40,403 265,113 7,033 657,242
Less: Jobs credit — — — — 218 17 52 - 149
Guaranteed payments to partners .. ... ... o 3,084 6,425 12,945 115,536 119,950 15,295 18,110 225 86,320
Rentpaid ............... ... .. ... 25,886 4,004 3.998 26,790 147,262 9,853 30,833 555 106,020
Interest paid . . 7,145 4,770 4,458 50,556 274,660 40,307 32,049 665 201,638
Taxes paid . . . 22,275 10,971 8,311 81,766 134,125 9,950 32,129 2,222 89,824
Baddebts............. . ... ... .ol 438 — 708 5,890 25,800 786 10,948 44 14,022
Repairs .. ....... ... ... ... .. ... ... 5,867 3,704 8,444 29,750 63,764 4,932 14,306 362 44,164
Depreciationt . . . 25,050 15,850 10,313 130,943 326,759 43,115 61,804 3,956 217,884
Depletion ... ... — — 155 29 2,468 153 — — 2315
Pension, profit sharing, annuity and bond purchase

plans ... ... - — 1,914 2,147 50,478 1,137 8,993 882 39,466
Employee benefitplans ...................... 2345 3.221 2,293 4,777 69,435 11,471 18,720 2,230 36,015
Net loss from other partnerships and fiduciaries . . . . — — — 23 200 50 — - 149
Rentnetloss . ............ ... 173 135- 41 — 2,051 83 — - 1.968
Royaltynetloss . ...............ccoooin... — - - — 87 - — — 87
Farm net loss - — — _ 1,320 — - - 1,320
Net loss, noncapital assets . . . —_ - — 9,278 7.145 7 391 - 6,747
Other deductions . . . 129,608 136,753 39,804 491,780 1,407,442 61,502 311,904 24,575 1,009,461
Netincome ...........ccoiivinrnnninnnnenss 262,210 271,027 76,396 691,803 1,512,183 106,659 342,683 25,593 1,037,247

Footnotes at end of table,
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Table 1.—Total Assets and Income Statement for Selected Industries—Continued
[All figures are estimates based on samples—money amounts are in thousands of dollars]
T"”‘“’;’;:’::;,?;’:ﬁ‘:;“:ﬁ;‘;:’”‘"“' Wholesale and reteil trade
Transportation Rotail trade
C
ttem catiop, Building
: electric, materials,
Total Tr:z’:::ng Other gas, Total Wr:::;:zale hardware, General
Total ware- trans- ar'ld Total garden merchandise
housing portation sanitary supply and stores
services mobile home
dealers
(30) 31) (32) (33) (34) (35) (36) 37) (38) (39)
Partnerships With and
Without Net iIncome
Number of partnerships 21,059 12,864 7,363 5,501 8,195 174,118 22,672 151,446 5,248 5,014
Number of partners 223,272 52,113 32,212 19,901 171,159 408,584 54,135 354,449 12,138 11,013
Totalassets ................. 33,567,060 6,884,672 1,328,172 5,556,500 26,682,388 23,007,217 8,744,179 14,263,038 975,814 516,051
Totalreceipts ............... 13,247,016 5,104,417 1,367,689 3,736,727 8,142,599 69,487,365 24,667,466 44,819,899 2,935,921 1,114,098
Business receipts 12,599,059 4,879,610 1,293,323 3,586,288 7,719,449 68,495,447 24,320,137 44,175,310 2,900,970 1,089,295
Income from other partnerships and fiduciaries . . . . 24,348 3,697 — 3,697 20,651 14,645 4,445 10,200 101 142
Nonqualifying dividends and interest received . . . . . 143,355 39,614 3,188 36,425 103,741 226,349 125,242 101,107 9,465 13,615
Rentsreceived ............................. 167,634 86,667 19,791 66,876 80,867 123,430 35,161 88,269 7,158 1,244
Royalties . ............ ... ... .. ... . ..... 125 — — — 125 7.084 109 6,976 478 —
Farmnetprofit ....... 66 66 — 66 — 5,056 4,808 247 — 161
Net gain, noncapital assets . . . 97,471 25,530 15,065 10,466 71,941 61,594 16,518 45,076 a7 55
Otherreceipts .. ........... 214,956 69,231 36,322 32,909 145,724 553,759 161,045 382,714 17,661 9,586
Total deductions .......... 16,276,439 4,890,391 1,508,138 3,382,253 11,386,048 67,215,809 24,097,871 43,117,938 2,756,754 1,063,408
Cost of sales and operations . 3,930,926 2,159,641 298,480 1,861,161 1,771,285 50,015,258 20,738,319 29,276,939 2,072,299 739,049
Inventory, beginning of year .. 72,646 14,137 3,355 10,782 58,509 6,011,661 1,744 115 4,267,545 381,049 204,586
Purchases ............. ... .. ... i 1,488,722 996,603 99,843 896,760 492,119 47,501,131 19,677,470 27,823,661 2,088,476 687,750
Costoflabor ............ ... .............. 156,271 105,244 41,036 64,208 51,027 898,176 295812 602,364 23,462 2,419
Cther costs 2,263,613 1,055,397 158,778 896,618 1,208,217 2,340,535 963,190 1,377,345 27,443 36,234
Less: inventory, end of year 50,327 11,741 4,533 7,208 38,586 6,736,200 1,942,269 4,793,932 448,131 191,940
Salaries and wages 931,341 221,285 111,148 110,147 710,047 4,683,559 814,197 3,869,361 207,560 96,034
Less: Jobs credit 3,523 2,938 2,938 - 585 30,349 21,412 8,937 360 15
Guaranteed payments to partners . . 149,178 34,509 29,081 5428 114,670 803,822 203,290 600,533 27,750 22,523
Rentpaid .................. . 337,887 87,796 46,052 41,744 250,091 1,728,350 188,160 1,540,190 34,883 33,273
Interestpaid . ............. .. ... ... ... 1,351,865 308,632 76,070 232,562 1,043,233 834,251 254,168 580,083 51,835 12,883
Taxes paid 232,256 61,384 28,591 32,794 170,872 983,475 138,072 845,403 56,540 22,402
Bad debts . 191,958 2,908 1,384 1,524 188,049 118,002 52,488 65,514 10,197 1378
Repairs 195,600 108,364 71,154 37,210 87,236 354,060 63,420 290,641 18,397 4,522
Depreciation 1 . . 3,224,659 689,111 258,149 430,962 2,535,548 1,069,564 178,739 890,825 41,712 29,825
Depletion ......... ... ... ... ... ..., — — — — — 1,655 509 1,146 — —
Pension, profit sharing, annuity and bond purchase
plans ... .. 18,673 2,583 1,499 1,084 16,090 39,999 16,513 23,486 2,058 77
Employee benefit plans 50,209 11,164 6,088 5,075 39,045 94,609 25,648 68,961 4,101 1,193
Net loss from other partnerships and fiduciaries . . . . 216,685 5,676 — 5676 211,009 6,076 3,573 2,504 7 —
Rentnetloss.......................... 218,581 214,720 166,147 48,573 3,861 39,225 2,304 36,921 — -
Royalty net loss — — — — - 5 5 — — —
Farmnetioss ......... 269 9 g — 260 4,652 2,032 2,621 — —
Net ioss, noncapital assets 104,171 2,516 3 2513 101,655 12,226 4,630 7,596 313 —
Otherdeductions . .......................... 5,125,703 983,020 417,219 565,801 4,142,683 6,457,367 1,433,218 5,024,149 229,461 99,625
Net Income (less deficit) . . . -3,029,423 214,026 - 140,448 354,474 -3,243,449 2,271,556 569,595 1,701,961 179,167 50,690
Netincome ......... ... ... ... ... .. ...... 1,682,655 920,990 140,075 780,915 761,666 3,716,517 1,005,785 2,710,732 210,398 64,338
Deficit .. ... . 4,712,079 706,964 280,523 426,441 4,005,115 1,444,961 436,190 1,008,771 31,231 13,647
Partnerships With Net Income
Number of partnerships ...................... 6,969 4,037 2,736 1,301 2,932 104,923 16,815 88,108 4,525 3,451
Numberofpartners ...................c0unen 54,424 21,906 15,432 6,474 32,518 241,930 39,155 202,774 10,039 7,869
Totalassets .........oovviriiniiieinnnneeaanan 8,526,827 3,183,514 538,419 2,645,095 5,343,313 14,598,987 6,330,143 8,268,844 658,437 422,549
Total recelpts .. . 6,828,210 3,509,296 664,932 2,844,364 3,318,915 49,976,261 17,094,387 32,881,873 2,289,911 941,793
Businessreceipts . ............... ... 6,484,747 3,382,809 601,974 2,780,835 3,101,938 49,249,203 16,812,504 32,436,699 2,262,107 917,813
Income from other partnerships and fiduciaries . . . . 22,002 2,474 — 2,474 19,528 12,142 2,687 9,454 73 142
Nonqualifying dividends and interest received 46,295 22,401 1,919 20,482 23,894 190,485 109,450 81,035 8,641 13,540
Rents received . 97,928 29,023 16,596 12,427 68,905 94,836 20,849 73,987 6,289 1,193
Royalties . . .. .. . . 1 — — — 1 7,070 109 6,961 478 —
Farmnetprofit ............................. 66 66 _ 66 - 5,046 4,799 247 — 161
Net gain, noncapital assets . . .. ................ 67,156 20,940 13,678 7.262 46,216 46,961 14,850 32,111 73 55
Cther receipts . . 110,017 51,584 30,765 20,818 58,434 370,519 129,141 241,378 12,250 8,887
Totaldeductions ..............coviueiinennnn 5,145,555 2,588,306 524,857 2,063,449 2,557,249 46,259,744 16,088,602 30,171,142 2,079,513 877,455
Cost of sales and operations .................. 2,247,888 1,588,561 182,588 1,405,972 658,327 35,006,991 13,713,249 21,293,721 1,570,986 649,436
Inventory, beginningofyear . ................ 16,272 7.939 560 7,379 8,333 3,971,161 1,135,108 2,836,053 278,904 173,816
Purchases . . . 1,152,950 911,558 77,704 833,855 241,392 33,235,902 12,929,185 20,306,717 1,566,495 617,352
Cost of tabor . . . 99,692 82,070 27,105 54,965 17,623 723,033 255,509 467,524 15,205 2,419
Othercosts ................ oo 991,695 585,485 80,843 514,641 396,210 1,628,929 748,695 880,234 15,672 33,776
Less: Inventory, endofyear ................. 12,721 8,491 3,624 4,867 4,230 4,552,034 1,355,249 3,196,785 305,280 177,927
Salaries and wages 256,668 93,578 38,866 54,711 163,091 3,232,026 607,662 2,624,364 169,401 76,736
Less: Jobs credit 2,921 2,921 2,921 - — 22,474 21,353 1121 360 15
Guaranteed payments to partners . 26,427 4,925 614 4311 21,503 512,910 177121 335,789 18,701 7.448
Rentpaid ............ ..., 51.801 29,241 14,386 14,855 22,561 1,098,101 120,756 977,346 26,323 21,095
Interest paid 178,019 85,927 12,698 73,229 92,092 426,249 122,744 303,505 27,77 11,556
Taxes paid . . . . - 66,525 30,099 10,213 19,886 36,426 719,014 106,378 612,635 48,496 14,718
Baddebts ................ ... ... ... 22,218 958 77 881 21,260 61,742 21,971 39,771 7.832 1,335
Repairs . ........... ... .. .. 73,704 54,092 33,198 20,894 19,612 243,589 48,794 194,794 11,558 4,057
Depreciation 1 . . . .. 731,435 195,104 41,658 153,445 536,331 580,600 114,702 465,898 30417 14,715
Depletion ................ ... ... .. — - - — — 1,304 237 1,067 —_ —
Pension, profit sharing, annuity and bond purchase
plans .. ... 2,890 1,083 435 648 1.808 35,574 13,434 22,140 2,023 1
Employee benefitplans ...................... 9,307 2,575 843 1,731 6,732 74,684 20,850 53,834 3,127 1,014
Net loss from other partnerships and fiduciaries . 8 - — —_ 8 803 568 235 7 -
Rent net loss 79 69 — 69 10 4,640 328 4312 - -
Royalty net loss . - — — - — 5 5 — - -
Farmnetloss .................... oL, 9 9 9 - — 4,312 2,032 2,280 - -
Net loss, noncapital assets . ................... 1,768 1,036 1 1,034 732 7570 4,500 3,070 313 —
Other deductions 1,479,728 503,974 192,192 311,782 975,756 4,272,124 1,034,624 3,237,500 162,916 74,650
Netincome .... 1,682,655 920,990 140,075 780,915 761,666 3,716,517 1,005,785 2,710,732 210,398 64,338

Footnotes at end of table.
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Table 1.—Total Assets and Income Statement for Selected Industries—Continued
[All figures are estimates based on samples—money amounts are in thousands of dollars)

Wholesale and retail trade—Continued

Retail trade—continued

ltem

Food stores

Automotive dealers and service stations

Apparel Furniture
Other Motor Gasoline Other and anq hqme Eating
Total Gsr:;f:;y food Total vehicle seryice automotive acsc‘::gry fuls;:::rs\gs places
stores dealers stations dealers
(40) (41) {42) (43) (44) (45) (46) (47) (48) (49}
Partnerships With and
Without Net Income
Number of partnerships . ..................... 21,060 11,439 9,621 14,628 4,713 5,948 3,967 14,674 8,204 31,126
Number of partners 48,155 24,425 23,730 34,866 10,642 13,184 11,040 30,833 19,716 84,313
Total agsets ..... 1,644,249 1,004,892 639,356 2,271,997 872,636 608,576 790,785 807,493 1,133,953 2,834,184
Total receipts ... 8,161,520 6,128,731 2,032,789 9,530,948 4,330,061 3,609,366 1,591,521 1,881,412 2,614,071 9,101,227
Business receipts Lo . 8,077,211 6,067,466 2,008,745 9,397,184 4,267,724 3,565,454 1,564,006 1,828,507 2,587,642 9,001,347
Income from other partnerships and fiduciaries . . . . 141 38 103 1,024 46 927 50 — 640 824
Nonqualifying dividends and interest received . .. .. 5,263 2,794 2,469 18,605 3,174 12,354 3,077 5111 10,887 21,050
Rents received 12,945 12,790 154 14,279 1,426 4,900 7.952 76 3,778 13,275
Royalties . ............ . ... ... . 14 14 - 1 — 1 - — 580 -
Farmnetprofit ... ... .. ... .. ... ... ... — — — 86 86 — - — — -
Net gain, noncapital assets . 11,625 10,961 564 18,104 1,485 6,140 10,479 24 1,199 4,410
Other receipts . 54,421 34,669 19,753 81,666 56,120 19,589 5,957 47,694 9,345 60,322
Total deductions .......... 8,021,549 5,983,740 2,037,808 9,333,062 4,277,045 3,476,925 1,579,092 1,834,027 2,400,334 8,660,260
Cost of sales and operations 6,153,623 4,803,573 1,350,050 7,800,513 3,689,723 3,020,186 1,090,603 1,137,094 1,686,020 3,793.385
Inventory, beginning of year ................. 561,258 371,012 190,245 884,502 481,132 129,643 273,727 478,010 425,625 117,980
Purchases . . 5,775,525 4,705,621 1,069,904 7.442,295 3,557,636 2,963,097 921,663 1,096,439 1,811,957 3,307,081
Costoflabor ........ ... .. ... ... .. ... ... 59,684 34,840 24,844 96,193 30,395 22,646 43,152 3,393 41,428 267,947
Othercosts ..., 367,234 106,696 260,538 294,153 148,481 20,603 125,068 7.627 -82,857 220612
Less: tnventory, end of year ... 610,076 414,595 195,481 916,632 527,923 115,803 272,906 448,376 510,133 120,236
Salaries and wages 536,365 367,586 168,779 427,628 173,692 130,473 123,463 162,370 174,231 1,655,023
L_ess: Jobs credit 508 282 226 64 60 3 - — 7.149 636
Guaranteed payments to partners 86,514 34,833 51,681 103,856 19,312 20,732 63,811 53,662 25,068 ° 115,674
Rentpaid ......... ... ... ... L 216,739 112,962 103,777 122,847 32,311 48919 41,616 118,043 73,783 560,341
Interest paid . . 65,476 40,498 24,978 83,717 40,649 18,863 24,205 23,573 33,299 163,286
Taxespaid .............. .. ... i 113,975 74,761 39.215 85,448 31,313 35,852 18,282 44,204 43,667 286,025
Bad debts 4,246 4,079 167 18,177 13.215 2,682 2,280 5,261 5,057 4,597
Repairs . . ... 45,612 34,868 10,745 30,587 11,838 11,840 6.908 10,656 10,298 121,470
Depreciation 1 129,418 72,199 57,219 112,963 36,564 35615 40,784 26,596 38,592 308,494
Depletion 369 369 — 79 79 — — — — —
Pension, profit sharing, annuity and bond purchase .
plans . ... 3,893 3,079 814 2,053 880 374 799 930 5,894 2,503
Employee benefit plans e 18,795 17,909 885 12,069 6,472 1,628 3,969 1,554 2,430 15,367
Net toss from other partnerships and fiduciaries . . . . 39 39 — 998 42 9 947 7 5 783
Rent net loss .. 532 532 — 16,124 10,732 4,147 1,245 5411 239 50
Royaltynetloss ............................ — — — — — — — — — —
Farmnetloss ........ 450 450 — — - — — — — 153
Net loss, noncapital assets R 371 94 277 92 92 — — 473 — 2,740
Otherdeductions . .......................... 645,639 416,190 229,448 515,976 210,188 145,607 160,180 | 244,194 308,899 1,731,005
Net income (less deficit) ..................... 139,971 144,991 -5,019 197,886 53,016 132,441 12,429 47,385 213,737 440,967
Net income o 278,932 206,320 72,611 302,158 104,642 150,992 46,525 178,306 237,561 737,207
Deficit ......... . 138,960 61,330 77,8631 104,273 51,626 18,551 34,096 130,922 23,824 296,240
Par hips With Net |
Number of partnerships 11,250 8,764 2,486 8,896 3,201 3,829 1,866 5,741 7,861 19,183
Number of partners .. 25,635 18,520 7,115 20,736 6,763 8,316 5,657 11,625 18,998 49,245
Total assets .........cvvvirneniiinenaniaranns 825,828 685,099 140,730 1,444,301 536,982 486,129 421,190 339,816 967,479 1,475,226
Totalreceipts .............cciiiiriiiinaennn 5,262,577 4,130,659 1,131,918 7,043,462 3,125,757 3,031,216 886,488 991,691 2,415,832 6,694,769
Businessreceipts . .............. R .. 5,206,115 4,080,253 1.125,862 6,944,341 3,080,709 2,989,342 874,289 946,858 2,390,938 6,655,036
Income from other partnerships and fiduciaries . . . . 141 38 103 1,024 486 927 50 — 625 690
Nonqualifying dividends and interest received . .. . . 2,669 2,416 253 16,596 2,078 12,145 2,373 1.671 10,565 10,895
Rentsreceived ... ... ... ... . ... .. ... .. 12,312 12,157 154 12,291 453 4,559 7279 76 3,507 9,666
Rovalties .. .............. .. ... .......... — — — 1 - 1 — — 580 —
Farm net profit — — — 86 86 — — — — —
Net gain, noncapital assets 10,881 10,847 34 7,866 1,403 6,116 346 24 1,186 2916
Otherreceipts . ........ .. .. . i 30,460 24,948 5512 61,258 40,981 18,126 2,151 43,063 8,431 15,566
Total deductions . .. 4,983,646 3,924,339 1,059,307 6,741,303 3,021,115 2,880,225 839,963 813,385 2,178,271 5,957,563
Cost of sales and operations .................. 4,003,023 3,213,245 789,778 5,772,888 2,648,451 2,528,552 595,885 521,943 1,566,920 2,748,806
Inventory, beginning of year .. ............... 393,497 252,732 140,765 524,080 296,578 109,939 117,563 179171 322,702 79,322
Purchases ........ ... ... 3,836,948 3,103,832 733,116 5,580,120 2,563,370 2,460,752 555,998 545,238 1,643,637 2,441,332
Costoflabor .. ............ ...l 34,962 34,135 828 85,095 22,990 20,079 42,027 3,393 41,428 200,150
Other costs . . . 147,048 97,590 49,458 150,368 117,722 20,283 12,362 11,445 54,645 1128612
Less: Inventory, end of year 409,431 275,043 134,388 566,777 352,210 82,501 132,066 217,305 395,493 84610
Salariesand wages . ................... ... 297,870 208,354 * 89,517 291,121 119,668 102,123 69,329 79,318 146,829 1,054,413
Less: Jobs credit .. ... .... e 215 18 197 63 59 3 — S — 299
Guaranteed payments to partners . . 25,570 18,839 6,731 50,739 9,691 15,863 25,185 22,030 21,886 84,108
Rent paid . .. 106,071 79,453 26,618 83,167 25,957 39,174 18,036 53,472 64,028 379,939
Interestpaid ........... ... ... ... ..., 31,547 17,780 13,766 48,972 24,140 13,404 11,428 4,082 23,873 69,509
Taxes paid 72,752 47,767 24,985 60,455 20,464 26,076 13915 23,459 40,757 214,637
Bad debts . . . . . . .. 2,907 2,797 110 6,349 2729 2,249 1,371 1,510 5,039 1,403
Repairs .............. ... ... .. i 25,113 20,630 4,483 23,600 10,135 9,034 4,431 3,045 9,833 81,526
Depreciation? . ........... ... ... ... 49,918 37,406 12,512 50,898 15,705 25,158 10,035 7,998 35,165 175,251
Depletion .............. . ... ... .. ... ... 369 369 — — — — — - — —
. Pension, profit sharing, annuity and bond purchase
plans .. ... 3,253 B 2,548 706 1,737 878 374 485 929 5,882 2178
Employee benefitplans . ............ ... ... ... 13,936 13.116 821 9,277 4,850 1577 2,850 573 2,193 10,702
Net loss from other partnerships and fiduciaries . . . . 7 7 - 51 41 9 — — 5. 101
Rentnetloss............................... 532 532 —_ 2,103 977 994 132 — 53 18
Royalty netloss ............................ — — — — — - — —_ — —
Farmnetloss ......... ... ... ... ... ... ..... 110 110 — - - - : — _ - 183
Net loss, noncapital assets . . . 24 24 — 50 50 —_ — 473 o — 1,337
Other deductions . . 350,857 261,378 8